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’ ‘ NOTE TO THE READER - 4 :
. “ :
* &
‘ .
This report _has been produced in three separate and distinct . /
volumes. Volume I “contains material related to the institutional -
_management of student financial aid;‘Volume II focuses om the effect of
the vario;xs aid programs on postsecondary studentd; the final volume is a
_ 3 . : . _
N ' Summary which highlights the most significent aspects of the study's .

.

findings. 1In lieu of a single abstract, the preface to each of the
.sections of Volumes I and tI provides an overview of the material

. discusged therein - (Volume I contains file sections; Volume II contains
two sections). For a summary of the findings of both volumes, the reader
is, of course, referred to the Suuﬁary volixme‘which was prepareﬁ for this

{ ‘

purpose.

. .

-_ . N .

0




- :
- v
- . -
¢ TABLE DF co{mms .
Chapter. . <. ' . -lPage
s 2’ ] 2
SECTION IL: INTRODUCTION \ . e
- . PI‘EEaC& I R o« s e ‘a . . « o « . e o o« . oIol
L INTRODUCTION . . .
Conténts of this Tolume. + « « &« o .« « % ¢ ¢ ¢« o« « o.. 1.1
! Study Background . . . . . . 0.0 .0 e e e e DA I |
‘ The Impetus for the#Study . . . . + . ¢« « « ¢« . 1.2
Research Objectives . « ¢« v ¢ ¢ ¢ o« « « o s o o « o« + 1.3
’ The Scope of Federal Support to Postsecondary
Eduycation . . . SO O Y1
: - v, Current Topics ef the Debate on Student Financial
~ Assistance . . . . o« = e e e e e e ./; 1.7
; Research Approach aad Methodology S T TR 1.11,
. 2 " BACKGROUND | . _
Introduct2on « ¢« ¢« ¢ ¢ ¢ ¢ 4 ¢ 0 4 e 0 e s e e o« a s 201
- A Brief Historical Perspective . . e v « o ¢« o o o o + 2.2
, N N PoliCY Goals L] L] * . L] L) L] L] L] » . L] L] ’. 2.17
' Historical Survey of the\llterature . . . . . . « « « 2.24,
g | w 2,31
. AND THE FEDERAL GOVERNME .
’ Preface - : - - . . . . . . L] ~¢'. L] s, II' 1
L
3» ~ INSTITUTIONAL MANAGEMENT OF STUDENT FINANCIAL AID PROGRAMS
4 - General Scope of Student F1nanc1al Aid Management . . 3.1
‘Student Services . .« % ve ¢ eTe e @eie o s e e e e o 33
7 ' , Specific Management Practices . . «{+ « ¢« « « & o & 3.4
4 THE DISTRIBUTION OF FEDERAL STUDENT AID FUNDS
’ . \ ' The ACtOl‘S . . . . . . e . . . . : - . oL . . . . e o

4.1
y . Consistency of Practlces S
"SECTION III: ~INSTITUTIONAL DESCRIPTIVE RESULTS

Pre face LE . . . o o . . . - o o o'b . . . . - - . III.I

A ] ' . . i -

- 5 INSTITUTIONAL PROFILE o

Introduction .« « « & ¢« o« « o o & .o . 5
. LI Description of the Inst1tut10q§ in the Studv Ve 5
- ‘ The Issues L ] L] -* [ ] L] L L] L] [ ] L] L] L] L] L L] L ] L] e ! o S
3 ‘ . Allocating Aid Offxpe\Dutles T
5
5

-

- ReSUIt& . . . L] . - - . . . . e e . . . L] o, - .\ .

Allocation of Office Activities . . . « ¢« ¢« o « « &
The Cyclical Pattern of Financial Aid Offlce

ACthltleS . [} L] [} . . L] L] L] . . L] . . . . . 5!7
General Characteristics of Aid Offlce Personnel . « « 5.19
Office Staff Productivity . . v v v ¢ ¢« ¢ o« o o o o o 2.27
Attachment A [ ] - L] L] [ ] L] L] L] L] L] L] L ] L] L] L] L] * L] L] E ] L] 5. 30
d ‘ L] Y, i /




.

» ' .
TABLE OF CONTENTS (Continqed) o ° -

o
[
o

Chégtgf v—zﬂ__ ,
6 INSTITUTIONS AND THE FEDERAL GOVERNMENT
Introduction o« « o & o & 0 o o o o o & e @ . ., 6.1
! Applications and RéRorts S 1!
Audits and Program Reviews . . + « @« « ¢ ¢« ¢« « = « o . 6.2
The ISSUES o &« & ¢ ¢« B ¢ ¢ « ¢ ¢ o ¢ o o o o o o 0 s o, 6.4
Resulté\Péa. e e e et e e e e AL s e e e e e e e . 6.5
Program ticipation .« +« & v 4« 4 4 e e 4 4 0 0 0. 6.5
Sources of FISAP Data . « « o « « ¢ % o « o-2 o« « « « 6.9
. gosts of FISAP Preparation . « « « « « « « « ¢ o o oF 6.10
Yol *Summar e e e e e e e e e e e e e e e e e e 6.15
. \ ' Y . ! .
7 FINANCEAL NEED ANALYSIS : . \ .
B . Introductlon . o . Y A |
Appllcatlon for A1d B T 7.1
) - Family Contribution . . . . . . « ¢ « ¢« ¢« ¢« « « « « o 7.3
The ISSUES « o « o « o o « o o o o o o o o o o o0 oo T.b
) - Need Analysis Formulas .« . « ¢ ¢ ¢ ¢ ¢ ¢ ¢ ¢ ¢ o & 7.4
Computing Eligibility . . . . « v o o v v v v o v oo 7.7
. Results « ene e e te e e e e e e e e e e e e e oo 1.8
.o Use “of Need Ana1y51s SYSEEMS « « +» o« 4 o o o o o o o o, 7.8
Adjus 1ng the Expected Contribution’ I Y
. -7 SumfarV . i . 4 4 e v e e e e e e e e e e e e e e . 7.13
- .

'SECTTON : NEED ANALYSIS, BUDGETING,6 AND PACKAGING
*>. Preface « o « o ¢+ 4 o o o s 0 a0 e e 00w s IV

[+ BRI

\
8 DETERMINING THE COST OF EDUCATION: STUDENT EXPENSE BUDGETS
' Introduction « « « « ¢ 4 4 e 4 4 e 000 eoa e e oeo. 8.1
The ISSUES % o « « « o o s o o o o o o o o o o« o« o o« « 8.4
. * Results . . &« e v e s e 2 e e~ . 8.8
‘ Standard Budgets AdOpted by Instltutlons « e e e 8.8
(f/ Adjustments to Standard Budgets . . . . . . . 8.1
SUMMATY & & « o e, o o o o o o o o &+ ¢ & & & e e o o o 8.2
Attachment A . . .. . ¢ . . o 0000 0. 8.2
9 PACKAGING' COMBINING AID RESOURCES FOR THE STUDENT
- Introduction . « « + o« « & N TR
The Issues and Components of an Aid Package . . 9.1
! Results . . . . . K S T B
Specific Packaging'’ Practlces - B &
SUDMMATY o « « « o« o o o o o o o o o o & = e e e e e 9019
. v \_ t
’ 4 .o
il .
e e
{




! , o¢  TABLE OF CONTENTS (Cont inudh)
) < : A
Chapter ) .
SECTION Ve " ST EEE\QERVICES: INSTITUTIONAL RESPONSIBILITIESqL
B - - < 1 - T
10 ADMINISTRATION OF THE NATIONAL DIRECT STUDEN'I‘ LOAN PROCiPyXM
N Introduction .« . « v o« o o o« o« o & e .
i ) _; Federal Managgpent Guidelines . ./Z-.-. N
. The ISSUBS o ¢ v ¢ &« o o ¢« o o o o/ T
. he Compllance-Default Relatlonshlp e s s e e s e e
The Results- © 4 4 @ st 4 4 e e e e s e s s aCe o o
Compliance with Guidelimes « + + o't & + o« o« « « o &
Profiles of Extremes in Default Rates .. . . . . . .
Multivaziate Analysis of Default Rates . . . . « « &
Student vs. School Contributions™to the Default Rate
r
11 - STUDENT INFORMATION o’
INtroduction « o o v 4 4 4 4 4 b 4 e e 4 e e e e
The Issues of Consumerism .. . . . . .\\\;.. C e e
- Results: Uses ‘and Sources of Information™ . . . .
The Role of the Student ./. .. R
‘Counseling Services -. . . . . « .« o . . . . o
"SURMIATY o vne o o o 0 e e e e e e e e e e e
12 RECIPIENT MONITORING .
. Ppfrodudtion . o v o v e 4 WTe w0 e e e e e e e
Aid Disbursement Controls . . + « « « « + « &
Procedures to Prevant Multiple or Overawarding of
N 1« e T
Recovering - Overawards . « . « ¢ o« « o o« o o o o o &
SUMMATY .« o o o o ove o o o o o o o o o o o o o =
- . _
13 VERIFYING REPORTED DATA' STUDENT ‘VALIDATION

E

L ]

) ) .

Introduction . . . . o e e et e e . c e e e e
Results: Instxtutxonal Validation Procedures . e
Validatlon of Campus Based Applications . . . . . .
The Validation Process and the Student « o e e
SUTMAYY « o o o o o & o o o o o-0 o o o o o o @

APPENDIX A: Major Project Deliverables

APPENDIX B: The Current Financial Aid Programs
/ “Administered by the U.S. Office of
Education

&
¥

L jii

't



’\. " LIST OF EXHIBITS - »
Exhibit® .+ Title ] Page -
1.1, Sources of Funds for Postsecondary Education . . 4 . 1.5
1:2 . Financing Postsecondary Education: Where Does the )
- Money Come From? . « ¢ « « o « siage o = - - - M . o 1.6
' o201 Significant Dates in the Federal Support of Higher _ T
A ’ (3 Education V. L] . .. L] . - . L] L] .. . L] * . L] L] - L] L] .‘ \2.4
Iv.1 The Financial Aid Package . . » ™ « o o o v o « « o . IV.3
Iv.2 Determination of Need D 4 A
9.1 poo Hypothetlcal Packaglng Rules . . . . . e e 9.4
§.2 I | Examples of Unpackaged Need - Aid is Packaged up to

: a Fixed Dollar Amount . . « ¢ o« o « .o o« o'a s o « o« « 9.6
/o ‘ |
9.3 Examples of Unpackaged Need - Axﬂ is Packaged up to

a Fixed Percentage of Need (75%2) . . . . . . <t 9.7

b »



Figure
5.1

© 5,2

LIST OF FIGURES

. Title

, Seasonal Pattern ofréll Reported Financial_Aid'

Office Activities .« ¢« ¢ ¢ o« o &

Seasonal Variation in the Percentage“Composition

of the Total Reported Aid Office Activities by

Month .

5.10



Table

1.1
5.1
5.2

5.3

5.5

5.6.

.5.7

‘5.8

5.9

<

_ 'y
LIST OF TABLES
¢ Title . Yo wl

Percentage Increase in Federal Supbo;tr:o Post-
secondary Education 1965-1979 . . .%. .'S. . . ..
a ’ :
Selected Basic Characteristics of Sample Inu}itu—
“tions Part1c1pat1ng in the Study, by Institutignal

L]

Level and Control:  Academic Year 1978-79 . . & . .

v

R}

‘"Activity Frequency Counts and Percentage Compq31ﬁlon

of These Counts for Major Activity GrOuplngs, by.
Month: Academic Year 1978- 7%¢ e e R A

Allocation of Staff Time Among Activity Categories,
by Institutional Level and Control: Academic Year

1978 79 L . L] L ] . . . .'. - . . L] L] '} . L[] -. . . 'l

Se°

;fAllocatlon of Staff ime Among Act11§ty Categprxes,

by Institutional L 1 and Control: Academlc Yeur
1978 79 L . . . . . L] L] » , . ‘. L] L] L] . [ ] [ ] . [ ] ;\ L]

&

"The Scope of Financial Aid-Workload as Measured by

a.Variety of Selected Statistics, by Institutional
Level and Control: Academic Year 1978-79 . . . . .

.
.

Number of Aid Staff for Pérsonnel Categories, by
Institutional Level and Control: Academic Year

.

1978=79 4 0 e v e e e e e e e e e e e e e

Education and Work Experience.of Full-Time add Part- .,

Time FAO Professionals, by Institutional Level and
Control: Academic Year 1978-79 .. v v v v ¢ ¢ o

Mean Salaries-(in Annual Dollars) for Selected
Personnel Categorles, by Institutional Level and
Control: Academlc Year 1978-79 . . cr e e e s
Percent of Instxtutlons Givimg Specific Raasonq‘for
Hiring and Retentlon Problems, by Institutional
Level and Control: Academic Year 1978-79 .. . ¢ .

Percentage of Institutions Using Various Recruitment
Sources for Aid Professionals, by Institutional s
Level and Control: Academic Year 1978-79 . . . . .

Percentage of!Institutions Using Various Recruitment
Selectlon Cciteria in Hiring Aid Professjonals, by
Institutional Level and Concrol: Academic Year
1978=79 & . ¢ v i e e e e e e e e e e SRR

vi

Page
LT
[ ] 1.7 *
* 5.2
7,
. s5.13 Y
. 5.15
* 5.1] A
. 5.20
. 5,22
¢ .
. 5.23
. 5.24
. 5.25
. 5.26

%y



-
o - & _ . ‘ o
, . LIST OF TABLES (Continued) .
R S.iz .. Selected Measures of Financial Aid Officé Worker

Productivity and Scale of Operations by-Insti;utionél
Level and Control: Academic Year 1?78—79 « « e e o+ & 5.28

5.A Counts of Activities Repdrted by Sémple Schools by
\ : Month Reported: Academic Year 1978-79 . . . . . . . . A.3

6.1 Percent of Instltutlons Part1c1pat1ng in Federal
Support’ Aid Programs by Level and Control of
Institution: Academic Year 1978-79 . . . . . . . . , 6.5

6.2 Reasons Instititions Offer for Nomparticipation in
Campus Based Programs. Acgﬂ:mic_'ear 1978-79 . . . . b.6

_ e an ., .
. 6.3 Average Number of Years Instigutipns Participatecin
9 : Federal ‘Aid Programs, by Levelwvand Control of

Institution: Academic Year 1978#79 - I

6.4 ' Percent of Institutions Reporting Various Reasbns
. for Providing Additional -Information for Part B
Funding, {by Level and Control of Institution: N
Academic Year 1978-79 . . . . . . . . . 4 . o o o . . 6.8

“

6.5  Percent-of Institutiqns Reporting Various Reasons
’ . for Not Providing Additional Information for Part B -
R Funding, by Level and Control of Institution: s
Academic Year 1978-79 . . v & ¢ « ¢ 4 s v e o o+ . 6.9

9,
. 6.6 Percent of Institutional Qffices which Prov1de

" Information Requlred on FISAP. Academic Year .
1978 79 L] - - - L] L] L] L] - L] - L] - L] et o L] L] [ ] - L] .ll 6.11

6.7 Percent of Institutions Using Selected Procedures
. to Calculate Information Required'on FISAP:
- AcadEWiC Year 1978"79. -.-'- . . . . . . . . . O’ W < e 6011

6.8 N Average Costs of FISAP Prepagztion, by Level and .
. Control %f Institution: Aca#emic Year 1978-79 . . . . 6.12
6.9 1:;,Percent of Institutions Employing Various Procedures
to Package Financial Aid While Awaiting USOE Notifica-
tion, by Level and Control of Instgpétion: Academic
Year 1978 79 L] .. L] - L] - L] L] L] - - l. - _l L] - - -« L] - L] 6.13
9 . -
6.10 Percent of Institutions Usifg Letter of Credlt, by
Level and Control of Institution: Acadefiic Year N .

1978 79 . . . . . . . a e . . . . . . o o . . . . . -. R

L : vii

~



»*

T \ 'LIST OF TABLES (Continued)
- ‘~ ) i _ . . . L \ . . . -
. Table T L e v+ .. ' Title ) o © Page-
) \ R \ . -

‘

C c 704 g '_'? Percent of Instltutlons Using Varlous Need e -
- 7 o Analysis Systems, Academic Year 19783 ?9 ag e e w079

- $r : »
-

. . ‘Percent of Need ‘Analysis-Systems .in Use by Level KN
~ and Control of Institutionm:- !\cademlc Year 1978-79 : . 7.10

-
Y

o .- Percent of ququldted Parentsl. Contributions
Fo— ' Adjusted' *Academic Year 1978-79 . . . v . . . . o . o T.11

. / . ) )

R ‘ -7§V» A ., ercumstances ‘Which Erompt Schools 'to Adjust the ’ \
' . Calculated Family Contribution: Acadehic Yesr S

\‘—. . ) lm 79 -~ e - . . L] . .. L] . L] L] L L] L] L L] L] L .‘ L] " L] .i. '7.12

- - BN . t - ! .
. . . - . 9 e
+ 8.1 > Student Budget Totals for Four Standard Budg;ﬁs, by *
r M .
Sl . /(' Level- and Contwol ‘'of Institusion Net of Tuitiom and

* Feeg: Academic Year 1978-79 R N T 8.8

o~ 8.2, Basic Student: Budgets (in Dollars), By Twpe and :
R S Contrdl of Inst1tut1on' ~Academrt Year 197&-79 ete o oo 8.11
N ) - ﬁ . :
e (N . ) .

8.3 Percent.- of Indlrect (L1v1ng) Costs in Basic Budget,

. by Level and Control of Instltutlon. Academié¢ Ye: -

* . ‘ 1978 79 . .' . . " e . ® ¢ . - . . . . o o . o o o 8‘512

\::., o 8.4 . Room and Board Allowance for Marriéd Students.(in
. Dollars), by Level and Control of ,Institution:
Academic Year 1978-79 « & 6 o © o 8 ® @ e o o & o . .8"13

¢

. 8.5 Percent'of Tnstitutions Employing Varlous Practlces
' .with Regard to Student Estimated Budgets. Agademlc
Yeal‘ 1978 79 . . -‘ *a o e o e . e s s e . e{ s % s e o 8016

8.6 Percent’ of Institutions Employing Specific Budget
Adjustments for Students with One Dependent: .
- Academic Year 1978-79 % v v 4« 4« ¢ e 4 o o o s ses o o 8,17

8.7 Percent of Institutions Which Make Budget ,Adjust-
) ments for Part-Time Students: Academic Year
1978—79 L] . L] L] . L] L] L] - L) L] L] . L] L] - - > LY - L] L] L] 8.20

8.8 Percent of Institutions which Make Adjustments to

Expense sBudgets Made for Students with a Student.
Spouse: Academic Year 1978-79 . . . . ... . . .. . 8.21

~

-~

viii




——
. . <
RV . 7
‘ " .) ‘LIST OF TABLES:(Continued) "
- 4 . . r -t » " )
Table . Title ) K ' Page °
oo . . ) ' : ‘
8.9 . .. Percent of Institutions Employing Specific Budget ' \)
N | Adjustments fgr Academic Program Costs: Academic . - .
. Ye&r 1978-79 PR .- L ‘ « & & & e ; . « e . 8023
& ‘ ' : .
§.10 '*3. Inst{futlons which Emplgy Specific Budget’AdJuaay
oo ents* for Other Educatiq 11y-Re1ated Expenses _
S (&. g., Higher. Transportatlon Costs)' Academi® Year
- 1978 79 .‘ . .\ L] L3 - .’. . . L3 . L] ‘. '. L] L] .. : .l L] L3 . 8.23
8.A $ DoLLar Values for Various Student Budgets by T

9.3

10.5

\}nstltutional Level, and Control and Student Type:
Acadamlc Year 1978 79 . . .‘ L3 L3 L3 L3 L] L3 L3 L] N .’ L] L] L] . A. l

. -\ - o B L :
Estimated Percentage vf-Institutions Using Different
Pacgaging Typologies and Péstentage of Stddents - .
Packaged with Each: Academic Year 1978-79 . . . ... . 9.11

Estimated Percentagepof Packaging Typologies Used
by Various Institutional Types: Academic Year

1978 79 . (3 . L] . . . . . . n (3 . . . L] L] obn ' . . L] 9} 12.

*
’

Estimated Percentage of Basic Packaging Typologies
Used by Selective Packaging Pragtices: Academic - e
Year 1978-” . [y . . . . . . . . . M l" . . . . . .. o n': . 9‘. 18

Numbers of Reporting Schaols, by NDSL Fund Type and
#Instjtutional Level and Control: Academic Year
1978=79 & . v Vv i e e e e e e e e )

*

Award Counseliag Guidelines, by Institytional Level X
and Control: Academic Year 1978-79 . ... . . . . . . 10.12

-~ - . i '

Percentage of Schools Which Comply twith NDSL Award
Counseling Requirements and Which Alsofpomply'with ‘
Other Award Counseling Specifications, by Institu-

tional Level and Cohtrol$\JAca%Fmic Year 1978-79 . . . 10.13

Percentage of Schools Which Comply with the Prior-
to~Award Counseling Reéquirement Only Which Also ;/

Comply with Other NDSL Counseling Specifications, by ..
Institutional Level and Control: Academic Year \

19?8-79 R I T L0 2

‘/‘
Percentage of Schools Complylng with the Contemporary

Award Counsellng,Requxrement Only Which Also Comply

with Other NDSL Award Counseling Specifictions by - -
Institutional Level and Control: Academic Year

1978-79 . . v v o e 0 e e e e e e e e e e e e W 10005

3 | : : )
1X

L3

o’



Table

10.6

10.11

10.12

10.13

"10.14

10.15

.
.
.
.
3 ‘

10.16,

e

L

. o, B

Y 'LIST OF TABLES (Continued)

* ) L

Title

Percentage=of Schools Provieing General Statements
with the NDSL Loan Officer, by Institutional Level
and Control: Academit. Year 1978- 79 e e e e

Percentsge of Schools Conductlng NDSL Exit Inter-
views which Comply with Other Exit Interview
Specifications, by Institutional Level and Control:
Academic Year 1978—79 o e s e e e s e e e e e e e

Monitor Student Termlnatlon, by .Institutional Level
and; Control: Academlc Year 197B 79 ¢ ¢ o 0 v . s

—~

A

Percentage of Schools U31ng Selected Grace Period

Per entage of 8chools w1th Formallzed Procedures to ’

Tracking Procedures for NDSL, by Instltufional Level

‘and Control: Academic Year 1978 =79 L. oY e e,
v

Percentage of Schools’ U31ng Various Procedures to
DPeal with NDSL Delinquency, by Institutional Level
and ‘Control: Academic Year 1978-79 . . . . . . .

\

NDSL Default Rates in Percentages, by Institutional
Level and Control: Academic Year 1978-79 . . . . .

NDSL Default Rates, in Percentages, for Selected
Compllance Condltlons, by Institutional:Level and
Control: Academi¢ Year 1978=79 . « « v v v o « o .

NDSL Default Rates, in Percentages, for
Status and Yéars in Operation, by Instj
Level and Control: Academic Year 19

NDSL Default Rates, in Percentages, for Delinquency
. Definition Categorles, by Institutional Level and
‘Control. Academic Year 1978-79 . . . « v ¢ « « o .

NDSL Default Rates, in Percentages, for Cost of
Education and Packaging Philosophy Categories, by
Ingtitutional Level and Control: Academic Year
197879 w4 ¢ ¢ ¢ 4 e e 4 e e e s e e e e e e e e

NDSL Default Rates, in Percentages, for Levels of

Financial Aid Office Staff Effoxt, by Institutional
Level and Control: Academic Year 1978-79 . . . . .

e

10.21

. 10.23

10.26

10.29

-

10.31

10.32

10.34



- . - . ) /
* \ . . l : LIST OF TABLES (Continued)
" ‘ 10.17 i‘\ | Comparatlve Ptofiles. (Mean Statlst1cs) of 4ligh and ;
Low NDSL “Default Rate -Schools, by Institutional ~

_ Level and Control and NDSL Default Rate Category:,
: Achaemic Year 1978-79 . . . . v v o 4 0 v e e o. et 210037

. \ v ! .
10.18 Results of Multiple Regression of NDSL Default Rate -
v 'on Selected Characteristics: . Academic Year 1978-79 . 10.38
. 10.19 Comparisons of Selected NDSL Recipient'CharacteriS*
v Ve tics Between Two-Year Public and All Other School
_ : Types: Academic Yeab 1978-79 . . & . oo 0w 0. . 10440
:'f ’ ~113L " Rank Order of Where Students Obtained Their?Financial-.
¢ . Aid Application Forms," by Level and Control of Imsti- - _

Y ’ . tution: Acadehic Year 1978-79 . . . . . .. o 0. . 11.9..

11.2° ~~ Rank Order of Lending Institutions as Leading Sourges
‘ . of Financial Aid ‘Application Forms, by Income Level
' and Level ‘and Control of Instltutlons. Acadanlc v ' -
\ Year 1?78 79 L ] - }\‘. L] L] - . L] L] [ ] L] L] L] " L] [ ] L] - L] L] L] [ ] 11 .9 }
K . . [ . - . .
1.3 Appllcatlon Forms Submlttgd by Students Regardless.

o . of Whether They Obtained Any A331stance, by Level _
' apdaggqtrol of Institution: Academic Year 1978-79 . . 1ll.11

11.4 Level of Assistance Recéiyed‘b& Students ih.Coﬁ;
' pleting Their Aid Applications, by Level and Control .
of Institutions Academic Year 1978-79 .~%.+ . . . « . 11,11

[T P ) ) .
11.5 Proportion of Students Not Applying for Financial
' Aid, by Dependency Status, Income and Level and

P Control of Institution: Academic Year 1978-79 . . . . 1l1.12

11.6 Reafbns Why Students do not Apply for Financial Aid,
A ‘ - by Dgpendency, Income, and Level ‘and Control of . ‘
Institution: Academlc Year 1978-79 R 11.13

11.7 . Rank Order of the Last Month the Student Could Have
: Been Informed About His/Her Financial Aid Award, by
Level® and Control of Instltutlon' Academic Year
1978-79 & v v v ¢ e e e e e e e e e e e e e e e e o 1)16

~an

11.8 The Relationship Between the Receipt of High School
© Counseling and" the Receipt of Financial Aid, in
Percentages: Academic Year 1978-79 ., . .,. . . . . . 11.49

X1

1,

Lapd



~. S LIST OF TABLES (Continued)

Table . ‘ . ‘ Title _ . Page

A )

11.9 " Percent of Students Réporting Having Received High
‘ School Financial Aid Counseling, by Total Famlly
R Income and Sthn1c1ty Academic Year 1978-79 . . . . . 11.20

- \

11.10, Percent of TRIO ‘Students Receiving Basic. Grant and
Campus-Based Aid: Academic Year 1978-7¢ . . . . . . . 11.24
"1 « + . Percenf of Spe&ific Procedurd2s Used tgo Disburse .
-BEOG, SEOG, and NDSL Payments by Level and . L
\)) Conttol of Institution: Acad mlc Year 1978-79 ., . .. . 12.3
) 2 2 Percent of Procedures Used to Prevent Hultiple or R
- ? - - Overawarding of Aid: 'Academic Year 1978-79 . . . . . 12.5
LY @ : ’ s
o t12.3 - Percgnt of Insfitutions Usging SpeC1f1c Procedures

"for Notification of the Financial Aid Offioce of

AT a Change in Student's Course Load or Enrollment

T Sq§tu3° Academlc Year 1978-79 . . . C et L1207

12.4 . - ,Percent of Reasons f : Fa11<;;rto ‘Recover All of, -
) . the “Amount of BEOG and SEOG Awards Qwed to Institu- oo
' ) tions: Academic Year 1978-79 .,.‘2N. e e e e e et . 12,8
. ’ . L ]

13.1 Number of Students Selected for BEOG Validation

. via Various Seleetlon MetHods: * Academic Years
v ) 197578 v v T v v e e e e e e e e e e e e 2w e 0 1302

N

L1320 S Percent of Institutjions Using Selected Procedures

\ to Validate BEOG Application Data: Academic Years :

: ] 1977 78 and 1978 79 v. . L] L] L] . L] . L] L] . L) ., L] . L] L] 13.3
v 13.3 . Percent of.Instltutlons Using Selected Practices ~

to Correct Invalid Data Items on BEOG Applications: |
Academic Years 1977-78 and 1978-79 . . . . . . . . . . 13.5

¢

13.4 Percent of Institutions Usiﬁg Selected Procedures
to Validate Data Itemg on Campus Based Aid Applica- .
r tions: -Academi®diYears- 1977-78 and 1978-79 . . . . . . 13.6
o , \
13.5 - Percant of Institutions Using Selected Procedures
to Correct Invalid Data Items on.Campus Based —

.Applications: Academic Years 1977-78 and 1978-79 . . 13.7
13.6 . Estimated Effect on BEOG Awards as a Result of

Validation, by Institutional Level and Control:
Academic Year 197879 ~. . . . & ¢ ¢+« « 4 . o« o s+ 13.8

x1i1 , .
‘ . [

2



+
\_, . d 4
7
~ T *‘, . i
LIST OF TABLES (Continued) ~
- . . . . ' \/ﬁ
. l .
\ Title » . . . R Page .
Estimated Effect on BEOG Awards .as a Result of ' o
Validation by Parental Income Level:)\ Academic Year -
1978;79 * * -.. * * * e . . .' . * L] “e L] L] - ¢ " a - . . 13.9) ‘
. K ’ , .
v v ’
s \~ ) - .
{\ ’ 'I
\r ‘
- . \
N\
: EY \-
- "
~ N -~ S . )
. ’ :
{ . * . | - R
. ‘. " . P §
F) ! !
. \\ \ T . Lt \
.‘ » s - . ) ‘

1 ' »
Ay €
~ )
1
. . .
—
* . \
“ ¢
V.3
-
. -
xiii -
! \,



SECTION I

INTRODUCTION

PREFACE 4

26

L] .
N -

* Chapters 1 and 2, which|comprise Section I, provide an overview of

" the Study of Program Management Procedures in the Campus,Based and Basic

/

.

research on this subJect. Included are 313cu381ons of the study s

‘Grant Programs, and attempt to place this study in the context of current

-

research approach and methodology, a brief outllne of Federal
responsibilities ‘for finamcial ald, a h13tor1ca1 summary of the
development of the student aid concept, as well as a survey of prevxous'

11terature regarding the 1nst1tut10na1 role in student a831stance. All

of Chﬁpter L is repeated in Volume IT of thlS report, while. the 1atter

‘portlon of Chapter 2 is focusad on 1nst1tut10na11y related concerns. Thes

‘List of Selected-References, which is eppended to Chapter 2, concentrates

“primarily on literature which pertains to the institutional role in‘thet

v

o -~
student finanéial aid process,,

'.&._' : - N ) ¢ - c
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Al

_ This

sactions.

while sec

INTRODUCTION

OF THIS VOLUME .

report, the first of two volumes, is divided into five main
The f1rst two sections provide general supporting 1nfbrmat1on

tlons‘III, IV, and V provide the emplrxcal'results of this

study. Sections I and II begin by sketching the background and context

of the subject of student aid with empliasis upon institutional practices,

-

i.e., the history of its development, a review?é the extent of existing

l4terature, and a discussion of the distribution of Federal student aid

funds; Section III beglns with a proflle of institutional finahcial aid

offxce operatxons and concludes with a dlSCUSSlOH of the inter face

between thse offices and the 'Federal govermment. The flnaL sectlons,

explore various aspects of the role of the institution regard1ng

student-need analysis, budget1ng, aid packaging, loan management, student

information, Monitoring anq\valldatlon.

4

STUDY BACKGROUND

This

i < )
study is the third and final phase of the U.S. Office of

Education's (USOE) assessment of the impact of Federal financtal aid

L3
programs

Formally

Erograms,"

include:

gn postsecondary students, institutions, and state governments.
titled a "Study of the Impact of Student Financial Aid
or "§iSFAP," the components completed prior to this study

L
the design of a research strategy to assess.the impact of
financial aid (SISFAP 1); '

the study of the impact of Federal and state flnanc1a1 a1d
programs and policies on the choice process of postsecondary\
bound students (SISFAP II, Study A);

1.1 .
' 2;’_1

.
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. - the design.of a regearch strategy to assess the impact of

®
. financial aid (SISFAP I); - .

' béke study of the impact of Federal and state financial aid

. programs and. p011c1es en the choice process of. postsecondary
bound students (SISFAP II, Study A);

° the study of the way in which labor market conditions (and
perceptions thereof) interact with 8ducational coste and

financial aid to influenc® access to postsecondary education
%g (SISFAP II, Study B); -
° the examination of the impact of financial aid on student

persistence in postsecondary“education (SISFAP II, Study C); and

) the relatlonshlp between Federal and state student aid programs
(SISFAP 1I, Study D).

This remaining component (SISFAP III) was intended to evaluate the
effectiveness add'éfficiency of procedures employed ‘by the Federal
gerrnmeﬁE and by participating institutions of postsecondary educati@h
to operate-ana manage the-Cambus Based and.Basic Educational Oppottunity (

Grant (BEOQ) assistance programs. The BEOG program, currently funded at

$2:56 bil%ion, 1is the‘mainskéy of U.S. student. aid. .It is cent;élly

administered by the U.S. Office of Education and provides the eligible

poijiecon&ary student with &n entitlement to financial assistance which

can be used at any of thousagds of approved postsecondary institutions.
! The amount of the entitlement is based upon the student's.need (as-

‘ /// derived from a uniformly applied formula), while actual awards are
calculated using the cost of education, at the school the student has
chosen to attend. The Campus Based programs, on the other han&,’are
administered locally by the staff of eligible imstitytions. Théy include
the Supplemental Educational Opportunity Grant (SEOG) ; Natfonal Direct
Student Loans (NDSL); and College Work—Study.(CWS).

THE . IMPETUS FOR THE STUDY . . .

Evaluations of the Federal student aid programs, from profram.
appropnigtions to the distribution of funds, have been mostl ‘pieéemeal
in nature. @hile specif;c componqnfg of this complex system gave been
examined at several levels of sophistication énd detail, therel\has been,

prior .to the SISFAP project, no unified,:comprehensive analysis .of Ehe

9
.

.1.2




Federal government's involvement in the provision of funds for post-

secondary students. The need for such an in-depth, broad—seobe study,

\

however, "did not long go unnoticed. In 1974- the National Task Force on
Student Aid Problems (otherwise known as the Keppe& Task Force) was

formeds to examlne a complex ‘system that had become "...1ﬁcre351ng1y..v

troublesome to ‘the general publlc...."g/ Its charge was to examine the

¢ ' delivery system for student did while ignering the'broader issues of an
thppropriete social policy for the financing of postsecondary education.
™ While the Task Force addresséd many of the issues included in this stuay,
its recommendations were ‘derived in a deliberative fashion from the
.expertise of - the various panel members. As stated in its Finad Report,
its rolewas to lntegrate and implement the results of many eX1st1ng
effosts—into the broader form. of a total delivery system and then to
achieve the support and backlng of the associations and individudls who

n3/

can bring them into being.’ In a s1gn1f1cant sense, - the pro@lems

1dent1f1ed by the Task Force and its recommendatlons formed the basis for
the*formal\evaluatlve effort represented by the SISFAP studies.

. -
RESEARCH OBJECTIVES \ 2

“The Offlce of Education's 'interest in examlnlng these programs and

-

'thégr procedures is threefbld. to evaluate .the egultz of the
distribution Qf Federal financial assistance, funds among studenta;W1th

similar chargcterlstlcs, to identify the aid practices and procedures

that best meet the objectives of the Federal programs; and to provide the

data needed to develop a behavioral model of the flow of U.S. student aid

dollars. Specifically, the study was.desioned to examine:

° the relatlonshlps between program funding levels and program

"obJectlves, » . .
= . " the factors 1nf1uenc1ng the decxslons of institutions to g

participate in the programs;

' . the impact of application and aid distribution procedures on
both institutions and students; -

¢

E/Francis Keppel, Naticnal Task Force on Student Aid Problems: Final
Report (Washington, D.C.: U.S. Office of Education), p. l.

3/1bid., p. S.
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° the factors affecting the ability of postsetondary institutions
to implement the programs 1in accordance with the needs of .
students and the regulations and guidelines issued by USOE; - 4

° the factors affecting the participation of students in these "
programs, including counseling, consumer 1nformat10n,
appllcatlon processes, need determlnatlon, and “aid packaglng,

° the burdens and benefits of program overslght procedures (e.g.,
.monitoring and validation) for both institutions and the Federal
government; and )

. ' . L e LT, . 7
T e the impact of these programs pn postsecondary institutions,
particularly with regard to cost, changes 1in educational
quality, and changes in student body composition.
While this report, and.the sompanion volume on institutional
practices, address most of these areasy no attempt has been made here to. -
' ' j !. - L4 .
duplicate the material covered in reports previously issued-during this

project. A listing of ail such documents is provided in Appeifdix‘A.

THE SCOPE OF FEDERAL SUPPORT TO ﬁOSTSECONDARY'EDUCATION

s a
~ .,

- The bostsec;ndary education sector represents a significant poftion'
.of this nation's economy. ! According to the N&fionél Center for 'Education
' Statistics, as of autumn 1378, there were about 12.6 million students V}
. enrolled'i; more than 5, 000 institutions of advanced learning. Of these, :
“11.4 million” wgre enrolled in 3,046 traditional colleges, and the
remalnder in proprletangvschopls. While slightly less than half of the
colleges (r, 455) were publlcly controlled, this component enrolled almost

80 percent of-all college students.

With regard to the financing of po§ts‘condary education (see Exhibit
f.l), the Nﬁt&onal Center estimates that for fiscal year 1977 the
revenues to all of postsecondary e?u ation totalled $43.4 billions, 34

perteﬁt of which came from state and\local support, Zf percent from

tuition and fees, and 17 percent from \the Federal government. This is

further illustrated below in Exhibit 1.

This massive influx of public monies into the postsecondary education .
sector has grown at an incredible rate since 1965, farticularly in the x
area of Federal support (see'Table l.1). During this l5-year period, the

Federal funding of postsecondary education has increased from

.

Ca
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. EXHIBIT 1l.l: SOURCES OF FUNDS FOR POSTSECONDARY EDUCATION _ E
- . - ) .
. I3 , s N L I
J. ) . .
- . ] R
e - State & Local - " .
« 1 Covernment . .
Locsl, )
. State, and Postaecondary
N ’ Federal ' Studencal/ : ¢ Fducation?/
- Taxpayers . -
. (Collegiate
- ¢ ‘ Federal . F A and .
Covermaent " Noncollegiate
. S\ Sectors)
, ’ + . s |
. {
\‘ . . ¥
* f ) P}ivat. .
Philanthropy v Auxiliary .
* ¢ . and Enterprises ."
. . g Eandovment .
Earnings .
. -
. . ~
\ - « , \ .
. - \ : -
L3 . . ‘ . .. . '
»~ l/Aid to Students E/Aid to Institutiona
» R ( .
A. Grants and scholaraships . A. General inscitutionsl aid
1. \Aid distributed directlz to v 1.. Tuitiof{ and fee paymenta
. studenta bssed o ~ . 2.  Budget ropriatione °
' , . : ’ 3. Luwp sum grants ’ :
s. Read : 4. Vgrious types of capitstion grante
b. Ability . _ S. Gpran ssed on other units of
¢, Special purpoaee . workload or output -
‘ d. Income . S. Employwent subsidies
. . 7. Unnitrict“‘ gifce )
. , 2. Aid distributed through *8. Unrestricted earnings
institutions based om . P “. N
) B. Categorical sid (current)
e, VNeed & :
M . b. Ability o - 1. Program support
e. Special purposes . 2. Projnc_t grants and contracts
. . d. [Income J. Service contractas
- . , - 4, Restricted gifts 7
‘ M‘- Losne (subsidized portion) : . 5. Restricted esrnings ’ :
[}
1. Direct losns <. Construction sid
2. Guaranteed loans [ : - *
. 3. Institutional loanas 1. Project grants
# 4. Tuition deferrala. N . 2. Direct and indirect intereat
. subsidies
C. Tex deductions for families or students . 3. Gifre
. ; 4. Uaer chargeas
)
D. ‘u benefice
. > . .
. 1. Tax exemptions for inscitutione
s : : . 2. Tax credica for dbnors
3. Tax deductions for daonora
N © E. Other institutional aid- :
. . 1. Ir-kind gifts
2. Use of property, facilities,
. or equipnen‘
. J 3. Cooberative services

Source: - Nationag Commission on the Financing of Postsecondary Educationm,
-~ frazewggk for inalvzing Postsecondary Education Financing
Policies, May 1274, .

-
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FINANCING POSTSECONDARY EDUCATION: WHERE DOES-THE MONEY COME FROM?
s

t
i
—
w
—
i
t_‘
"o

State and Local
$14.9 Billion -

Other™
Gifts, Endowments,
Sales, Services, etc.
$12.3 billion

Tuition and Fees
» From Students »
$9.0 Billiom .

-

N

—
¢ -
Federal
§7.2 Billion
- (Excludes Student
Aid)
2
N D -
- “
7
S ) ' \
) , ~ b -~ :
Total Federal Add ~ o o i : .
] . -
$12 billion<~ S~ o - .
. . —_— - |
L]
TOTAL = §43.4 Billion R
< : _
. . Public’ = $29.3 Billion a .
Private = $§14.2 Billion .
Source: Yational Ceater for Education Statistics, Financial Statistics of Instizuzions
N * of Higher Educacion, 1976-77. Table 123, )
., ) .
L/Includes: Student Aid, Iastitutional Support, Progzram Tunding and lesazroh, =xcluding
@cial Securitr--Data Irom the Jflice of Manazement apd 3udgzat, Specilal
e snalwsis, L13578. - < ;
. l. o




TABLE 1l.1: PERCENTAGE INCREASE IN FEDERAL SUPPORT TO POSTSECONDARY
EDUCATIDN 1965-1979 ’

[N

'~ToTal Percent Change ° ' Average ‘Annual
1965~197% _Percent Increasel/ .
Research Support’ ' 234 . L9 .
Institutional Support ’ 222 . N Y N
Aid to Students ' 3,830 - ) 30 \ .
3

Source: OMB, 1971 1979, Specxal Analyses, Budget of- the United States.

1/ compounded rate of increase, i.e. Ve = Vl(l + r)“ =

-

approxumately $2 billion to a staggering $13 bxllxon--a total 1ncrease of
550 percent, or an average: annuﬁfflncrease of about 13 percent The most
dramatic rise, as shown below, has,occurreddxn the area of direct student

a351st‘3ce. - : S ) , e o

In 1965, it is estimated that the Fgﬂeral government pr0v1ded about
$200 million in student assistance; however, by 1979 total Federal
outlays fof-stuants (inclusive of all programs, e.g., Office of _
Education, Social Securify, Department of Defense, etc.) approached $8 .

billion. Even more telling is the fact that, in 1964, Federal assistance

. helped meet about two percent of total postsecondary student costs; by .

1979, it is estimated that the Federal con;ribution had grown to about 15
percent of the total. Clearly, Ehe Federal government is rapidly
approaching the status of a ma jor partner 1n the provision of higher

N

education to America youth.

CURRENT TOPICS OF THE DEBATE ON STUDENT FINANCIAL ASSISTANCE

The flrst years of the 1980s will be especially crucial in chartlng
the future course of Federal lnvolvement, the role of the 1nst1tut10n,
and the perceptxon of the student's place in the aid process. Therefore,
the decision to authorlzewij§tud of this magnitude, scope, and cost on

the topic of student financial aid was made with full awareness that its
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final product would, among other things, provide a valuable reference for
those engaged in considering the current issues of debate.on sthdent'~

financial .assistance. These are briefly discussed below.

~

Congressional Reauthorization . - ,(/r

. -
Y L3

The most active forum for the airing of views on the realm of Federal

involvement in student’ aid.is the current drafting of the Reauthorization

of the Higher Education Act of 1965 by Congress.. At the time of this

C o ees R . . =X
writing, the House of RepreSentatives has passed its own version of a “iﬁﬁ
~ ‘ ) . . -
b * reauthorization bill, while the ,appropriate Senate,/Committees are . T
preparing to begin a mark-up of its own reauthorization proposal. = e b
. ‘ g * » > |
‘ ' The, scope of the debate on reauthorizatiom has been virtually

‘ limitless. In addition to determining the levels at which the Basic

o Grant and Campus Based programs are to be fund%(¥for the coming years,

Al

Congress will be examining other aspects of the Efﬁnncxal aid process.
Be}ow, are some examples of the issues which have ‘been set Béfore the

Seﬁébé‘and'Héuse as they consider Title IV legislation:

e refinement of the BEOG and Cagpus Based need analysis formulas
' (e.g., asset protection allowances, definition of 1ndepenﬁént
student status); -

e financial aid funding for less than ha1f~time,§t;dents;
e expansion of aid programs directed to assist graduate studends;
' ° " restructuring of the Federallf sponsored student loan programs
(e.g., establishment of a national loan bank, consolidation ofgz; )
the NRSL and Guaranteed Student Loan (GSL) programs);
. elimination of the payment of subminimum wage to“some'Coliege.
- C . Work-Study recipientd; and
- o . revision .of the formula by which USOE allocates Campus Base@ -+

funds to participating institutions.
-

Student-Consumer Issues$

-

The student-institution relatlonshlp has acquired new significa
the last decade as soclety attempts to 1mp1emenc, through massive federal
funding programs, the Aper1can dream of open access and free choice in
pr-tsecondary education for all citizeﬁig In such a confext,

‘institutions of higher education, logicdlly and ethically, should deal

- A d
.
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in a fair and businesslike manner both with students who enroll and with

those who seek information about the educational service offered.i/

" The above.is a rather concisé oodification of the issues which
form the basis for the student-consumer movemeﬂt in the area of
student financial aid. Although students are~the most commonly
identi}ied "consumers" bf'studgnt financial aid, the term is also
brbad'End!gﬁ to include ﬁamily members (e.g., parents; spouse) who =

"are contributing to the support Bf postsecondﬁry students. .
Student consumerism also covers issues which are not necessarily
'relevant to this discussion of ‘financial aid, including eﬁploymént

-prospects of gwaduates, for example. Elaine H. El-Khawag, in an

" outlines the

article entitled "Effective Response to Consumerism,
basic areas of student-consumer concern which can be applied to a .

4 -
number of aspects of postsecondary education. These are:

~

1) pgotection from abuse, fraud, or misrepresentation; J -
2) better understanding of available options and institutions;

[ -
- 3)  commitment to develop standards of "fair practice" in procedural
aspects of the student-institutional relationship; and

4) "agsurances about ,adequate program quality.'"3/

Ms. El-Khawas views the rige of student consumerism as a very poéitive
step .towards at overall improvement of'postseconda;y education. She
p01nts out that in order to respond to the needs of consumers, an

. effective trlpartlte relationship will have to be established, with
government, institutions, and stuydents working in a cooperative manner.
All parties, Ms. El-Khawas contends, mist be preijred to reevaluate their

present positions and praé:ices:
: 4

In its call for increased respon51venes§ to the needs of

students in thé procedural aspects of their relationships with

postsecondary institutions, consumérism represents .a general

-

i/Joan Stark, ed., The Many Faces of Student Consumerism (Lexington,
Mass.: Lexington Books, 1977), p. 11.

5/Ela1ne H. El -Khawas, "Effective Responses to Consumerism,' in Stark,
1’b1do’ po 1250

’ \/’ . B




challenge to review existing practices and, as necessary, to develop new

. 6/ ,

procedureg to meet changing student needs.—

»

The development-of the Consumer Information Requirements® represents the
initial Federal response. to this organized call for greater consumer
awareness.‘,ln the'yeafs’to come, those advocating student-consumer
concerng hope to expand the cohsumer guidelines to cover a-broad range of
studént financial aid practices, including the awarding of aid,

determining need, and assigning College Work-Study jobs.

Uniformity of Practice

The initiatien of a systi? of Campus Basdd student aid progfams was
. : prompted b? a bel@ef émong members of Congress and {ISOE that there are a
variety of local Eaétors which could, and shoul&, influence the awarding
of student financial assistance funds. However, one has only to examine
the complexities involved in administering the Basic_Grant Pfogr;m to get
a feel for the impossibility of centrally administering the awarding of

! .
upwards of $5 billion in student aid funds.

* -

N By building in so much discretion on the institutional level, USOE
has created a system which contains some degree of uncertainty. 1In

response to the existing structure of .these prokrams, institutions will

necessarily develo§ practices which’ are unique to their own circum-

stances. %he concern of USOE is not’ so much the uniqueness of the )
_ practices, but rather that the outcomes they produce (phe awarding of aid, /;!
to students) will not be consistent with'the broader program goals. From |
the Federal viewpoint, schools must use their Campus Based aid allotments
to increase the potential for access and retention among students with
the greatest relative need. At this moment, USOE is considering whether
its-traditional reliance on the provision of guidance to financial aid. .
offices on proper practices is enough to ensure the;achievement of Eﬁe;é

. desired outcoges. The alternative is to promulgate regulations creating

a more unifory model of practice for all facets of the aid éwarding

- -
N -

. \
E/El—Khav&as,. ibid., p. 124.

-
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process (see Volume I, Section 3, for greater detail)},”thus leaving .thé

campuses with’ an administrative rather than a policy-oriented role in the

aid delivery 'system. Many of the subsequent chapters in this report will

address the existence of variant practices among institutions. Whether
the existence of such variance is a healthy sign that the system i$

- 4 . ‘ - . - .
responsive to local considerations or symptomatic of a violation of the

programs' legislative intent is the fulcrum of current debate on this

 matter. « ' - -

- .
Prevention of Institutional Fraud . . \

As a c¢orollary to the above discussion, consider that USOE must .
undertake an ongoing effort to ensure that the' funds which it.allocates
are expended in accordance with the law. By opting for a more
decentralized method of aiding stuégngg, USOE has,rin fgcf, increased Fhe
potential for the abuse of .public monies. In a recent effort to impose
external controls on thg uses which sschools make of Federgl ai&:funds,
USOE has developed a'sophisticat;d set of application and reporting

-

requirements which provide it with descriptions of who redeived Federal
studéng';id and in what amounts. Additionally, 'program review audits,"
which are conducted at the gnstitutioﬁ by USOE personnél, are designed‘to
provide the Federal govermment with more detailed records of the séecific
practices of sélected aid offices. ALI of these methods of tracking ]
institutional compliance are considered ig detail in Volume 1,
Chapter ll} of this reporf. Suffice it to say at this point that USOE
nust ;tﬁ;mpt to walk a very éérrow\line in this matter between properly
pr&%ectiﬂg public monies and not burdening'institgtions with an
inordinate %:ount of paperwork. o ‘ v
RESEA&CH-APPROQCH AND METHODOLOGY .
Due &0 the complex nature and large scope of this research project,
it was divided into three stages. Stage I inoluded the description and
evaluation of those ope;aﬁional a ﬁ’managerial procedures which could be
dg:és or interviews with USOE staff, and

analyzed using existing data so

the development of a detailed research design for a national survey of

1.11
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postsecond&ry Lnstltutlons and g?ggents. In Stage II, this design was
implemented using a natlonallv r¥ presentatlve sample of 172 postsecondary
institutions and over 20,000 ra domly selected students. Stage III of

the project, which was separately funded “and rebently completéd, was to

assess the impact of the Middle TIncome 'Student’ “Assistance Act (MISAA) pn
the dxstrlbutlon of student fxnangfhl aid. The assessment was based on a

quasi-experimental research design, carried out through a longitudinal

follow—up of the same schools visited during the Stage II survey. ~

While a detailed discushkion of the research design. can be found
e}sewhereflf the sempling strategy for this study ca&ﬁbg easily
sumarized. First, a list{eg of schoolgy eligiéle télparticipate in ,
‘eiﬁher the Basic Grant or any of the Cagpus Based programs, was compiled
using available USOE data files. Next, e institutions were\stratified,
or grouped, into 039f9£ 3% separate categories defined %y the(following

variables;

’

. e ) \ .
() control: public, private, and proprietary;
) level: University/4-year, and 2-year or less; '
° participation (for proprietary schools only): BEOG only, and

Campus Based schools;.

e

'y type of Program (for proprxetary shools only): cosmefolog§,
‘ business, trade/technlcal, q\s other; '

° state effort in flnancxal aid) defined in terms of the number of

need«based programs offered: five or more programs, two to four
programs, and one or fewer programs;

() select1v1ty, defined in terms of the ‘'scRool's average SAT/ACT .

score for all entering freshmen: schools with averages above
the median, and those below; and- '

e ' stze: 1,000 students or less, and over 1,000 students.

. . . i /
The nonprofit (public and private) 4-year s%hools were then ordered
within ®ach group on the basis of their average-tuition and fees so as to
ensure adequate representation of (this important variable. Finally, two

tvpes of schools were deleted from this population listing prior to the

J :

l/Applied Management Sciences, Tgchnical Report No. l: Sample Design,
Student Survey Yield and Bias,{November 1979,

1]
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selection of the saﬁplé:' those Wthh were hosgxta& baé@d (958 schools);
and those whic% had been included'in a study bei&g conducted by DHEW' s
Bureau of Studeqt Financigl Assistance (about 150,schools). The former®
were excluded:since they were étybical‘of the universe of schools in
“terms of their structyre and the ‘types of aid offered, and wére not of
particular policy interest. The lafter were dropped to avoid the

potential for overburdenlng certain respondents. t s

v

Once these strata had 'been formed, the‘sampte of 150 institutions ~
originally desired was allocated ;o eachfgrOup in proportidn to the
number in the populatidﬁ falling in each stratum, except that the initial
division between profit-mékiﬁg and nonprofit schools Qas adjusted in the
direction of the nonprofit institutions. Théé was necessary Dbegause
although the profit-m;king schools account for about 40 pgfeeqt_of the
échoéls, they account for only a smalL'proportion of the students. At
this point, the Office of Managemeﬁt and Budget (OMB) rrequested that the.
jsampléfof‘Q-year.public institutions be increased by ¥¥ schools. These

‘exnfh schools were alsg alloqated proportionally to each of the public
institution st¥ata, thereby lnbreasing the total sample‘:o 175 f,
postsecondary institutions. TheQé:E al selectlon of the samplé’of

schools to artlcxpate in 'the survéy was conducted randomly within each

of ‘the 32 groups, using the sampling proportion described above.

&

-

Within each of the selected schools, a random saéple of students was
selecte?-?y the .individual-local site Cesrdinators using detailed
procedures developed by Applied Management Sciences. Basically, the
schools were requested to: 1) compute a sampling ratio by dividing the
total enrollment by the required sample size; 2) obtain a listing of all
undergraduaté students registered at least half time (i.e., eligible for
Federal student aid); 3) stratify them by class level if at least a
2-year scﬁool; and 4) use- the sampling ratioc to systematically select a
random sample of studeﬂts. In most cases, these proceduges required o li
minimal adjustments to fit individual situ;tions. 1 number of//S

* - y
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schools (approximatel}.éight institutions) were unable to stratify their
students by class prior to selection. This was due mainly to the
c;mbinétion of aclack of data processing qagébility and an wenreollment
size too large to be ‘handled manually. In Ehese cases, the selection was

made by the schools randomly without prior stratification.

-

The practical work of responding to the objectives of this project

can be summarized as including:

e .the review of literature and of expert views on issues of aid
administration; '
e . the codification and analysis of basic data on the past *'

cperations of the Federal programs—-particularly the
authorization and utilization of Federal funds;

e a computer-based simulation analysis of .the Basic Grant program,

e _ the detailed, on-site investigation of financial aid pnactxces

in each of the 172 colleges and other postsecondary schools;
this work, carried out in early 1979, included—-

-— obtaining extensive statistical andy other data on local aid
offices, their work, and thelr probléms;

— - interviews with a number of campus official ‘directly

concerned with student aid, including school presidents and
deans, busxneSS ofﬁlcers, and extended talks with aid

personneY; ‘\\
S -= surveys of a random sample of all undergraduate students

enrolled at each school 1mvthe study, to obtain matched .
data on aid recipients and ‘monrecipients; and

== extracts Tr&@ the school records of the sampled

undergraduate aid recipients, to obtain detailed data on
individual needs, counseling, and aid awards;

° a less detailed mailed stirvey of an additional 1,100 schools, to

obtain key data for more complex and precise analyses of
“institutional administrative. procedures.

Collection of data and preparation for anhlysis are still underway for
the last component listed above (the mailed institutional sqrvey), and
will be ftreated in a separate report to be prepared by the summer of
1980, The Stage III assessment of MISAA.impact hgs been partially

completed, and the results were reported te USOE during early Apri; 1980.



. 3 )
Thls project has taken place, as prevxously noted, during a maJor

CongresSLOnal debate over future p011c1es and funding for these
proggams. Part of the function of this study, then, has also been to
serve as a squfce of information for those deliberating about issues
concerning éfﬁdent'aid?“ The data generdted for this project have a
longer-range VaLue as well. Student financial aid is an emergent,
professlon, the“newcomer among administrative roles in hlghe: educatlon.
The scope of activities, the professional practices, and other major
elements of the field are not w§11 codified. State, regional, and
‘national associations of financial aid officers, and othefé interested in
this aspect of postsecondary education are” beginning to deal with this
need to develop the profession. . Scattered articles and monographs
reflect a general susp1c1on that practices are widely varlable, that some
aid operations are lnadequately supported, and that, in general, students
do' not get sxmlaar treatment when they approach different institutionms.
. This project provides the first unified data base for the examination of
s these and related issues. It makes available a coordinated set of
1nformat10n on schools, aid. offlces, and students. It is. the flrst‘
attempt to assess, on a national scale, the performance of this critical
. part of the higher edacation system. .

[ ' «
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BACKGROUNDa .

[ . .
The real dilemma of American highe¥ education i# that we want so

many to go to college but must charge them so much to do so. The
history of the development and change in student financial aid in
institutions of American higher education is the history of 300 years
of struggling with this problem. . '

Rexford G. Moon, Jr.l/ \\‘Uﬁ-

INTRODUCTION

In the five years sincejgh%s was written, little has changed.
Congress, facing the difficult task of reéuthorizing the Higher Education
Act, is being bombarded with propoéalé on way;’to nédify the manner in
which students are now being supported——éehtralize the distribution of
Campus Based aid; change Ehe treatment of independent §tudents; create
separate student and parent educational loan programs; distribute aid on
';he.basis of income tax retgrn;——and the list goes on. The struggle, it

appears, has not yet been won.

While some of the propositions now before Congress are directed
toward relatively simple procedural changes,:others cﬁal‘engg the broad
goals of Federal postsecondary education policy-—the provision of equal
opgortunity. The decisions to be made are complex, and their impacts are
both large and pervasive. At stake are over $5 billion in public monies

per year and the futures of many postsecondary students and institutions.

1
.

1/Rexford 6. Moon, Jr., 'History.of Institutional Financial Aid in the
United States," Perspedtives on Financial did (New York, WN.Y.: College

Entrance Examination Beard, 1975), p. l.
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A BRIEF ﬁESTORICAL PERSPECT}VE

t
The Origins of Federabeugport: An Emphaéis on Institutional Support

Support and ‘control of hlgher education has, from the earliest days
L

of this natlon, been esgabllshed~as the primary responsxbllxty of the
states. This basic as umption of the separation of authorit} has, until
racent times, d;fined the Federal rale as being mainly that of
supplementlng the efforts of the states. At the Constltutlonal
Convention of 1787, sev‘Fal proposals were advanced to empower the
Federal government to establish institutions of higher educatzon, all,

however, were re;ected.Z/ / N

LN
This commitment to the\separation of authority, however, should not”

belie the long-established American tradxtlon of respect for education. ‘
"Given the ‘dominant Amerlcan ethos of 'democratic. capitalism' and 'rugged
individualism,”’ higher eddtation has had a value insofar- asg it has helped

y n3/

each Horatid Alger get ahead in _the economfic and social system
America hds not had a ?léss sgciety in the European sense, and deeply~
rooted in the operating norms of the nafgdonal policy is the belief that
upward mobility can be achieve§ through hard work and advanced

education. Thé ‘attainment of universal higher education as a utilitarian

goal, however, has developed over a long period of time.

Its roots can be traced to tpé middle of the 19th century and-the
presidency of Andrew Johnson. Embracing libertarian Jeffersonian
philosophy, “YAmericans under Johnsonianism chose to put their house in
order..."if as part of the period of post-Civil War recomstructiom.

The most notable step was the creation of a "Departmént of Education” on

March 2, 1867, ending a long debate ‘over the need to establish a place

-

R,

2fGeorge N. Rainsford, Congress and Higher Education in the Nineteeth
Century (Knoxville, Jennessee: 1972, University of Tennesse Press,

1975), p. 17.

>

3. Gladieux, and Thomas R. Wolanin, Cq_gress and the Colleges
(Lexington, Massachusetts: Lexington Books, 1975), p. 4.

4/prederick Rudolph, The American College and Universigg (New York,
N.Y.: Vintage Books, 1965), p. 203.

~
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for éduqation in the Nation's Capitol.él‘ Degpite the symbolic

importance of retognition to education, it was the original Morrill Land

Grant Act of 1862 (and the subsequent -Morrill Act of 1890), however, that
provided what would eventually become the ultimate bases for mass -

: Y
participation in higher education by legitimizing the role of the Federal.

- government to ensure educational opportunity to classes of citizens

previously excluded from such benefits.

4
The original 1862 Morrill legislation granted each state 30,000 acres

of land for each Senator and Representative it had in Congress. The lagg

was to be used to‘establish one or more instituitions of higher education

- for the purposes of teaching subjects related to agriculture and the

pmechaﬁical arts (see 12 Stat. 503, “July 2,‘1862). While of great

syﬁbolic imbS%tgnce, it was the second Morrill Act of 1890 that began the
actdal flow of Federal dollars for the direct support of institutions ‘Of
higher_education. Under this later Act, Congress established an annual,
graduated program of financigg assistance. In both cases, however, the
focus of Federal support was the institution and not the individual

student. The latter would not arise until the mid~-20th cenéury.

The’Begipnings of Federal Assistance to Student: The Early Focus on -

Self-Help ) .. .

Direct Federal payments to students, unld ; Federal grants to
tnstitutions of higher educatiom, are of r;ﬂg:r recent origin in the
United States (see Exhibit 2.1). %he first private endowment gift in
American higher education was given to Harvard College in the l7th
century for the establishment of scholarships and, until very recently,
most Federal student aid wasrsimilarly restricted to institutional )
funds. In fact, support other than "college money" played little role in
this nation's student aid fesources'until the early part of-the 20th

century. Faced with the devastating effects of World War I and economic

J

-

zE/Richard Lykes, Higher Education and the U.S. Office of Education

(1867 - 1953) (Washingtom, D.C.: 1975), U.S. Office of Education,
p. 3.
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EXHIBIT 2.1: SIGNIJICANT DATES IN THE FEDERAL SUPPQE? OF HIGHER EDUCATION

I. The Era of Institutional Support

1785 Northwest Ordinance

1787 Contract with the Ohio Company reserving two townships
of land for the support of a university

1802 Establishment of U.§. Military Academy at’West P01nt

1845 Establishment of U.S. Naval Academy at Annapolls

1862 Passage of the Morrill Act .

1867 Creation of the first Department of Education

1874 Award of nautical training grancs~f1rsq\?vxdence of
the principle of Federal "matchipg grants'

1879 First Federal grants to Howard University

1887 Hatch Act establishing a system of agrxcultural

t experiment stations

1890 Passage of the Second Morrill Act }

1914 Passage of the Smith-Lever Act for agriculture and
home economics extensipn

1919 Fitst Surplus Property Disposal made to educational

, ‘ institutions

1920 First® establishment of ROTC units on college campuses

II. The Early Programs of Direct Student "Self~Help" igupport

1935 “Creation of the National. Youth Administrdtion
. 1937 Public Health Service Fellpwships inaugurdted
III. Continued Student Support - The Advent of Nonreturnable
Suggort{ .
1944 . Passage of the Serviceman's Readjustment Act
1946 Establishment of the“'Fulbright Program"
1952 First National Science Foundation Fellowship awarded
1958 Passage of the National Defense Education Act
1961 Passage of Fulbright-Hayes Act

IV.  The Current Programs - The Goal of Educational Opportunity

1964 The Economic Opportunity Act
1965 The Higher Education Act : )
1972 _The Education Amendments of 1972
1976 The Education Amendments of 1976 _
, 1978 The Middle Income Student Assistance Act (MISAA)
b 1979 Creation of the Education Departhent
1980 Reauthorization. of Higher Educgtion Act

2.4 Q5
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H
depression, direct student support grew out of a commitment to mitigate

the impact of these events on America's youth,

The advent gf the Depression in the 1930s, with a quarter of the
labor force out of work, found vast numbers of studenﬁf\ieaVLng schools
apd colleges because their parents could no longer support them. As a

[

means of stemming this tide of the unemployed, the Federal Emergency
Relief Administration beganra program very much like today's College
-Work~Study program, to provide part—g!me jobs oi)campu& to assist these
young people to continue their education. Begun in 1933, this emergency
‘effort continued until 1943, under the direction of the National Youth
Administration. Overall, it has been estimated that over 6005900

students participated-in the program between 1935 and 1943.

All nonprofit institutions were eligible to participate, and each

institution was given a.student employment quota based on a percentage of -

regular enrollment. Payments were made directly to students but
institutions were respopsible\for providing jobs and for sélecting
eligible particgpants gn the basis of financial need. .This emphasfs on -
need as an eliE%Bility criterion, whilé admittedly a respopse to .a
broader social problem, established the prece&ent for the student

assistance programs that were to come a quarter of a century later.
. :

The second'program of direct Federal pafé%hts to students, the
student war loans, started during World War II, and was designed to
encourage students pursuing degrees in medicine, science, or engineering
.to comélete their education before going to work. Between 1943 and 1944,
approximately $3 million was 1oaned to about 11,000 students. While
modest in nature, this program continued the early emphasis on self—help
support but shifted the focus from current earnings (jobs) to future

earnings (loans).

t 3

The next step in the history of Fedesgu,Suppcrt was the Serviceman's
Read justment Act of 1944 commonly known as the "G.I. Bill of nghts..
Building on the precedent established in the Morrill Act, the G.I: Bill
authorized the most extensive program of 4id to students by providing

educational benefits for tens of thousands of veterans.. The G.I. Bill
. . ¢ :

A
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included tuition and living allowances paid by the Veterans Administra-

tion, and as Kaufman suggests:

This legislation was based upon, the assumption that educational
opportunity was the right of the citizen and that this country had
need for a highly*sducated population. Another assumption was that
education would lead to behaviors that could only increase the
wellbeing of the individual and the general growth and development of

the natlon.ﬁf ‘ : . ~—~\\

The impetus for this program was a concern about what the nation’
stiould do to assist the returning veterans to reenter thg postwar
economy. Tﬁaving.in;;rruﬁfed or delayed their education,lthe veterans
were sgen as being entitledto some form of compensation. The G.I. Bill
not only prov}ded‘such compensation but also reduced the negative

economic impact of a sudden édditiéﬂv?f millions of workers to an already

. stressed labor’ market. . : .

’ ~ ’ a
Th; G.I. Bill of Rights is gotable for Ewo reasons: it represents *
the first truly large-scale Federal commitment to the direct support of
postsecondary stu&énts; and it was the first program to provide such
support in the form of nonreturnable“aid. The emphasis of the G.I. Bill,
however, was not o;‘financial need but :§ther on aiding those who had
earned the right to receive public supporg. The objective of énsuriqg '

broad educational oppertumity had not yet reached the level of Federal

t . . .
N ¥ ’n

policy.

The National Defenge Education Act

DN

By the late 1950s, Fe&ggél commitments to higher education were .still
modest. In addition to the GI Bill, the most extensive programs were in
the area of research suppé&t under the newly'established National Science
Foundation. However, the lauhéhing of the first man-made satellite by

\
the Soviet Union in 1938, ushered in the era of inc;iasing Federal

involvement in high§% education. The policy of statle primacy was, at

least for the moment, put aside in the race to campete with the Soviet
Union. "Since Sputnik was a product of Soviet scientific manpower and

research. the United States Qépld meet the challenge by doing better in

sl

Rt .
€

<
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éfMartin L. Kaufman, "Federal Aid to Education: 1867-1971", Journal of

Education, 1972 (154:3), p. 29. . %
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these areas.“zf

The hope of imp;éved'scientific education led in 1958
to the passage of the Nationalﬁﬁéfense Education Act (NDEA) which made
available low—intereﬁt, long—térm loans’ to needy students whose ﬁgideﬁic
abilities and choice of curriculum qualified them for such assisténce.
While the Act did not include the provisidn of nonreturnable aid (this
'§;s~a point of deep cohtroversy during the legislative debates), its
passage was a landmark in Federai higher education policy. Although it
was in%ﬁia}}# proposed as a temporary measure, it has become, as the
National Direct Student Loan (NDSL) prog;am, a-perﬁanent part Q€ what 1s

today a far broader éffort\to assist students. -

The Higher Education Acts- of 1965 and 1972: The Commitmént to
Educational Opportunity : :

“As the NDEA grew out of the need to counter a perceived threat to

national securiﬁy, the programs of the 1960s also evolved from feelings
"of national need. Unlike the earlie¥ case, however, the need here was
clearly inte;nal. Following the Iindslide victory of Lyndon johnson in
1964, the Administration‘launched the "Great Society's War on Poverty"
with the passage of both the Economic Oﬁbortunity Act and the Civil
Rights Act. The former supplied- job opportunities to low~income students
thgpugh the College Work-Study Program. The following.year, 1965, was
dominated by historic legislation: *Medicare; the Voting Rights Actj the

Elementary and Secondary Act (ESEA); and, in the wake of ESEA, the Higher

Education Act of 1965 (HEA-65).:

Alrhough the importance of HEA-65 was initial{j obscured by the
education community's focus on ESEA, its passage clearly established a
new social commitment to the advancement of equal educational opportunity

thrbugh ‘increased support for higher education. The "...benefits of

postsecondary education,...' are to be made avaliable to all ", ..qualified

-

Z/Gladieux and Wolanin (1976), p. 9.
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students who, for the lack of financial means, would be unable to obtain
such benefits without..."§/ the availaéility of external assistance. ~
As an outgrowth of the war on poverty and discrimination, public

attention was.finally focused, the financial obssgcles to higher

education, and public monies were targeted to people who xequired help in

overcoming this barrier. )

The nation's commitment to equal 0pportun1ty was not an invention of
«+ + the ferment of the 1960s, but was, rather, the natural result of a

philosophical perspective that has run through years of American higher
aeducation. The land-grant college movement, the GI Bill, and the postwar
enrollment boom all worked to achieve greaCerfaccess to the benefits of
continued education. "But in the‘lééﬂs, the concept and the iﬁealgof
equal educational opportunity took on new dimensions, a'newlﬁrgency, and
a central place in public policymaking for higher education. Ac‘the
opening of the 1970s it was perceived as a major part of the nation's

~ unfinished business."gl

Whaé is most striking about the Higher Education Act is its

establishment of a "moral imperative" to correct earlier wrongs. The

) climate of the time was dominated by a new consciousness-—the nation
became committed to resolving many of its long-standing social ills,
pértichlarly the breaking of the "poverty cycle." Such introspection
affectid every sector of the society, inclgdiqg the higher education
community. Campuses everywhere were forced to examine their records for
failures to extend the educational opportunities to ethnic m%norities and

-”"

the econemically disad¥antaged. - . '

?ff The xesult was a significant departure from the traditional
determinants of access to scholastic bemefits. No longer was eligibility
to be based solely on merit. Wlth the exception of a vague provision

tha\\“ev1dence of academic or creative promise’ be demonstrated,

LA
§fﬁigher Education Act of 1965, Part &, Subpart 2, Section 413A(a).
. ) 3
o 3/Gladieux and Wolanin, p. 15.
~ w/
-/
¥ -
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eligibility was to be bmsed, above all, on economic need. Whereas
education had previously been called upon to meet the national needs for
trained manpower and to expand research, it was now being asked to be the

""sreat equalizer'" of America's citizens.
-

. While quantitative evidence has not been strong in the ability of

education to ameliorate the effects of poverty, Jencks has indicated that:

...educational attainment is by far the most powerful measurable '
determinant of occupational status.... While we should be wary of
agsuming that access to higher education has a decisive causal effect
on a man's chances of upward or downward mobility, it seems fairly.
likely that it does have- some effect.l10/ - v

-

Similarly, Schultz contends that the provision of expanded educational

.

"...been a major factor during.recent decades Y

11/

changing the distribution of personal income."==

opportunities has
James Coleman,
~examining the broad issues of educational opportunity, has ?ointed out

that the responsibility for such opportunity has evolved in this country
from the passive role of providing free public education resources to be
used by the family to an active responsibility for creating equality ‘of y

12/

educationals-achievement .~~~

Jencks, in a related context analyzing the

effects of higher edulation on social mobility, concludes that: - S

There are, after all, only two ways to make men equal: we can reduce

the privilege of the elite or we can increase the privilege of the

nonelite....” The only practical way to move towar?s equality, then,

is to help those at the lower levels of society.l3/ - ' -
SR .

s

.,IE?ChristOpher Jencks, "Social Stratifiqgtion and Higher Education,"
Harvard Educational Review, 1968, Vol. 78, pp. 227-316.

ll!Theodofe W. Schultz, '"Resources "for Higher Education: An Economist's

View," Jourmal of Political Economy, May/June 1969, Vol. 76h\p. 3.

- .

12/1ames Coleman, "The Concept.of Equality of Educational Opportunity,"
Harvard Educational Review, 1968, Vol. 38, pp. 7-22.

13/ sencks, ibid., p. 316. "
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Clearly, this has been the lntenﬁ of the Federal student assistance

programs which have evolved sxnce "the passage of the Higher Education Act .

of 1965 (HEA~65)
J Tﬂis landmark law (HEA-553) included Five major components:

[ the establishment of the first program of Federal scholarsﬁlpéﬁ
for college undergraduates, the "Educational Opportunity Grants"
program, which provxded grants to studenté "of exceptional
financial need;"

° the transfer of the recently created College Work-Study (CWS)
program to the U.S. Office of Education (USOE) where the
government’ provided 80 percent of the cost,of part-time JOb(} o

. students (preference was given to students from 1ow-income
families); .

-

»

' renewal of the National Defense SEydent Loan Program;ﬁﬁ/

e the establishment of the Guaranteed Student Loan (GSL) program

. to increase the. gavailability of private capital for student
loans (for the students whose familiés had adjusted incomes of
tess than $15 000, an 1nterest subsidy was also provxded while
the student was in school); and

[ atégorxcal funding for bulldlggs and equipment such as
- asyistance for college. libraries and aid to developing
institutions.

The first three programs were "need based" as distinguished frem
veterans' benefits, or from institutional scholarships given for talent
or -academic achievement alone. The GSL program was included in order to
provide support primarily to middle~income families and as a meang'ég
diffuse the growing support for the use of income tax credits to aid
postsecondary students. The GSL component also established the first
consumer protection legislation for Fedgtal support to higher édhcation.

which was to be later formalized in the Education Amendments of 1976.

With the exceptiom 6f GSL, the student aid pipgrams established undefl

HEA-65 used a "Campus Based" administrative structure. College and

university administrators were given broad authérity to ascertain which

iﬁ/In 1972 the Educational Opporé&nity Grants program was modified and

- renamed the Supplemental Educational Opportunity Grants program
(SEQG). National Defense Student Loans were renamed Natlonal Direct’
Student Loans (NDSL). _ ' —

Sa



students :Ziggd aid and.to decide how much Federal aid each student
should reedive. Whlle this approach relieved USOE of most of the

-stafflng and management burdens involved in carrying out the new ‘¢
commitment to equal opportunity in hlgﬁer educatlon, 1§ soon gave riee to

serious problems. As Gladieux and Wolanin write:

The conviction grew among the HEW planners that the delivery system

-for federal student aid was haphazard and inconsistent. The system
seemed to fail...to provide students with adequate knowledge ¢f the
amount of aid tHey could count on; Eoo many comtxngencxes were
jnvolved. Above all, the system seemed to violate an important
rinciple: that students with the same financial qeed should be
treated equally.2? 15 /

L J . . . .
Also dﬁ%ing this period, many institutions saw cosg¥ rising faster

P

“ghan their revenues, leading.-to what Cheit referred to as.g "new

wl6/

depressxon in higher education."*3/ The drive for equality of

opportunity placed new burdens upon higher educattemN\institutions to

adapt themselves to a new and different group of students. Compounding

N - .
the problem were~the growing financial crises facing many colleges,
- s ok .
campus unrest, and a new wave of student consumerism. If any single word

can sum up the perxod of the early 19603 to the .early 1970s it would be
&«

fOrm. . 4" : . -
lfe\ S

In need of lncreased revenues, ifstitutiond turned to the Federal
H

government for ways to ease 6hé.burden. While a large part of the ,

L P . : P PR
academic community, and many in Congress, favored keeplng,tdlaxons low
;

*»
S

,'JL%fLawreqce E. Glédfedﬁg'and Thomas R. Wolanin, Congress and the
Colleges (Lexington, Massachgsetts: Lexington BooEs, 1978), p. 62.

16/Ear1 Cheit, The New Depression . in Higher Educatlon (New York, N Y.:
McGraw Hill, 1971).
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and persuading the Federal government to g1J~\1n5t1tutlons more money, a

different approach prevailed.— 17/ Reports of the Carnegle Commission

and the Committee for Ecormomic Development recommended that tuitions at

public institutions e gradually raised, provided adequate aid for low~
and middle—income students was made available. Ih principle, this would o
capture some of the tuition subsidies received by high-income students o
and redistribute those funds to support low-income students, and to
.increase institutions' revenues. After much debate, Congress passed the °
Education Abendmenﬁs of 1972 (EA-72) which resulted in direct student aid
rather than increased institutional aSSLstance. By so doing, the Federal
government abandoned its previous empha31s on' '"categ rical" programs and
sought to advance the concept of equal educational opportunity. The
Federal government became a sepgrate actor in'ﬁhe delivéry of
postsecéndary education and estzblished, at least for .the time béing,
direct ?inancial ail to students as the primary method of support to
higher gﬁucatidn. ) .. - éf/
The debate over Federal student aid policy durxng the passage of
EA-?E was, and continues to be, centered on proposals for direct a1d to
" students (and/or their families) and aid to institutions. " The
differences are wignificant singe they touch upon serious issues of
Federalism-~how the burden of payil for hlgher education should be °

Va
shared and how control should be distributed. -

" the concern has been related to the

\

On the side of '"who pays,

effects of what is often called "the cost spiral.". It has been contended
#

that by making the student the dominant beneficiary of aid, the’Federaldi’
- government would be creating an upward pressure on college tuitjons that
wouid requxre cantlnugily incredsing amounts of Federal ala’to help
students cope with the inflationary spiral. On the other hand, direct
aid to institutioms often cited as the way‘to relieve the pressure of
ingreasing costs; would have the Federal government, in effec¥,

underwritiang the nation’s higher educatiom ‘institutions.

o

ll/ﬂoward R. Bowen, Financing Higher Education: The Current State of
the Debadte, Ameriﬁan Association of Colleges, 197&4.
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The selected strategies also sdbstantially affect Ehe extamt power
relationships. If more funds are channeled to students, éheir choices
and préfereuces would influence educational decision-making. .
Alternatively, a strategy of direct.instiQutional support would put the
college administration in the proverbial "driver's seat." Greater
support for state programs would similarly shift the control to the state
legislatures, Relited to the aygument of contr91 are the “issues of -
diversity and quality in higher education. An argument for direct
student aid has the greater likelihood of making institutions more
responsive Lo market pressurés. Supporters of institutional support
counter that the only way to insure diversity and quality is to guarantee
the survival of the greatest number of institutions (public as well as

. /
private).

While renewing the other CampuS'Based\gngrQMS, EA-72 founded the

" State Stude&t Incentive Grant. program (SSIG) to expand the role of states
in providing educational opportunity, agd alsp created a new program of
Basic Educational Opportunity Grants (BEOG).. Tha BEOG program differ;
from the Campus Based programs of student aid in that USOE, with
Congressional approval, determines the criteria .and calculations to be
used in assessing applicants' -ability to pay for edﬁcation. A single
__ﬁormulé is applied uniformly throughout the nation and, unlike Campus
E:-Btrased aid, BEOGs aré "portable." Once a student has estabiished his/her
eligibiiity for a BEOG, hé/;he'can claim the grant for use at any .
eligiyle postsecondary inépitution in the country; In so dqing, however,
the Federal government cré;ted a dual .system of student aid

administration-—one for BEOG and a second for the Campus Based programs.

The result of these actions hés been the creation of a systeﬁ that-is
"...frustrating, unreasonable, intimidating and mysterious. Many public
officials and administrators pérceive it as unjustifiably complex,
inconsistent, ihequitable, Thege cenditions persist.in ppite of the

efforts of elected officials, administrators in government and education,

-

>
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and sPudent groups. Since 1972{‘ﬁoth government and institutional

" officials fhave made’ frequent attempts to reduce this confusion,

complexipy, and inconsistency in student aid. Most notably, in 1974 the

National Task Force on Student ATd@Rpoblems (the "Keppel Task ‘Force')
-made an effort to deal with the apparent variation in governmental and
institutional practices. Francis Keppel chaired the group of «.representa-
tives from the.Eollege Entrahce Examination Board, American College
Testing Program, private foundétions, educational institutions;‘state
student aid programs, and USOE. .Participants limited their attehtion to
matters of administration and coordination and did not attempt to deal |
with problems of social policy gnd program design. They sought to

1dent1fy steps that could be taken voluntarily by individuals and ¢

organizations direqtly 1nvolved, rather than by the imposition of Federal

control. The final report of the Keppel Task Force included recommenda-
tions regarding standardization of need analysis, application forms,
timing and coordination of decisions, packaging, personnel and training,

19/ .

and student appeals procedures.—=

In spite of these recurrent efforts to simplify and systematize,

studgnt aid, the diversity in practices still exlsts. As coqpluded by

Applied Management Sciences in our Site Visit Report:

The schools are, not always likely to fit a predetermined model of a
well-run financial aid operation, either in theplevel of effort and
resources they commit to this function or in the basic knowledge they
may have of principles of financial a1d operatlons.... We can report
majoy variaticms from school ‘to school in size, salary levels, and
degrees of experience of financial aid personnel' in the level of
sophiistication of aid packaging philosophiesj in the rigor and
objectivity of needs analysis systems. The range of variation in
level of practice would appear to be astonishingly large. Some
institutions have highly refined, rationalized, explicit,

-

3

18/Harlan Coopér, Dlverskgy in College and Unxver51ty Administration of
Federal Student Financial Aid, Doctoral Dissertation, Stanford
University, 1979, p. 13.

o~

19/Francis Keppel, National Task Force on Student Aid Problems. Final
Report (Washington, D.C.: U.S. Office of Etducation), 1975.
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well-supported systems for distributing aid to students efficiently
‘and’ fairly. Others appear to have no orgapized system of

distribution whatever....20
A

If a single word' could be used to categorize our pteliminary‘findings, it-

would be diversity. Preconceived assumptions of a systematic pattern of
aid distribution do not appear to match teality, at least on the basis of
our early analysis of the data. This {s not to say that diversity is,
in and of itself, a necessarily negativg finding. . On the conttaﬁ?, one

would expect differences to exist among schools, particulBely.since the

Campus Based programs were designed to best meet the negffs of individual

aid applicants. However, the differences observed frdf one schoel to the

next were not conflned to mattets of ptofe931onal appr;Lch (such as
packaging phllosophles for assembllng aid for particular kinds of
students) or of ‘discretionary prattice (such\as the choice to emphasize
or de-emphasizd various bampus.Based programs) .= Sugy factors were .
expected to vary (and iq fact'thgy did). What was ndéngﬁected was the
extent of these vartrations; the equally stniking.vatiance in the aid .
officéﬁ}' budgetary and admipi;trative support, working conditions, and
kinds of student aid resources that were available; énd,'most
importantly, thé,lbsence, in some cases, of any gystematic procedures for

dealing with all these matters.

. The Federal aid ‘programs and their institutional administrative
sttuctute‘ate vulnerable to critics who seek to replace: a perceived
51tuat10n of unbridled discretion with increased government regulation;
1nstxtut10na1 administration for government administration; BEOG for
Campus Based programs; or direct government t£;nsfet$ for income tax
fexpendifufes." Each new proposal for change has seemingly attetipted to.
move toward increased centralization in terms of both policy-setting and

program administration. In fact, adoption of a tax credit approach, like

Ve

2O/Applied Management Sciences, Inc.; Study of Progtam Manageméht
Procedures in the Campus-Based and Basic Grant Programs' Site Visit.

Report,” June 1979, .

-
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that récently considered by the éongress, would have shifted the
administration of student aid from USOE and postsecondary institutions to

‘the Internal Revanue Service.

The Post-1972 Period

In tﬁé period since the passage of the Education Amendments of 1972,
the financial aid community has worked towards the refinement of the
existing system. The Campus B;sed and Basic Grant programs were
reaffirmed by the Congééss through the passage of the Education
Amgﬁdments of 1976. Rather than electing to restructure the ah;
programs,ﬁéongress bolstered them with the addition of new funding. As
part of this leglslatlbn, the maximum BEQG award was ralsed from $1400 %o
$1600. Additionally, the amendments included the Student Consumer
Information Requlrements. These requxrements recognized the rights of
students to have access to detailed, accurate information on all '
Federally sponsored student aid programs, expanding on a theme first
included in the GSL provisions of the Educatxon Amendments of 1972.21/
Stgdent ‘Consumer Information Requirements are detailed in Volume I,

Chapter ll, of this report.

The continued commitment of the ‘Federal govermnment to expand the
‘existing aid programs is further evidenced by the passage of the Middle
Income Student Assistance Act '(MISAA) in 1978. At the behest of
President Carter, the Congress allocated significantly more funds to' each
of the Federgl aid programs. and é&de changes in need anal}sis formulas in
order to extend eligibility for stﬁdent aid to personnel from middle '
class circumétances. MISAA also raxsed the maximum BEOG award to $1800
and lifted all income criteria from ;he regulation governing Guaranteed

Student Loans.zz/ '

2'”The Student Consumer Information Requirement also mandated that
institution provide enrollees and pro§pective students with a wide
range of information on education and ,career— -related tOplCS.

22/ thorough dlscu331on of MISAA and Lts effect on students is
contained in "The Study of the Impact of the Middle Income Student
Assistance Act" which was conducted by Applied Management Sciences as
a follow-up to this study.

-
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Tge latest legislative step was the creation of the Department of |
Education in 1979. Although it may ndt directly affect the current state
of student aid, the Department (ED, as it will be known), scheduled to
open its doors in May of 1980, shifts the location of postsecondary
programs within the Executive Branch.. The Secretary of Education and the
Assistant Secretary for Postsecondary Education will have major roles in
shaping the fzture of studeﬁt’financial assistance.
POLICY GOALS °

The passage of the £972 Education Act, as discussed above, created a
basic charter for Federal higher eduggz{g: policy; one that has had
e;during signiff@ance'BVex\phevggpﬁiﬁg eight years., As Gladieux and
Wolanin point out, "...the policy themes were largely unarticulated
during passage of the law and are only implicit in it. Others \were

n23/ They identify

voi¢ed again and again but only in catch phrases....
eight distinct, albeit interrelated, themes: équaf opportunity; student -
sovereignty; the division of Federal/state roles; Federal/state
partnership; broadéning the educational mainstéeam; reform and
innovation; information and accountability; and continuity. Some of
these aims are complementary while others are clearly at odds. quy
reflect the very nature of higher education legislation, i.e., a
collection of values and'objectives that do not reflect a coordinated or

cdﬁirent philosophy.

Eguél Opportunity

Above all, the goal of equal opportunity dominates both th@ law and
the legislative history. The principal objective is the removal of
financial barriers which might.otherwiée deter an individuallfrom the
pursuit of educatio? or training beyond high schopl. As Fife points out,

this goal has three objectives:

) to provide students access to a postsecondary education;
™ to allow students reasonable choice, i.e.,, freedom to select the
particular source of this education; and %\§

\

23/Gladivex and Wolanin, pp. 223-224.,
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) to permit retention or Rﬁrsxstence, i.e., to enable the student
to pursue this education to its conclus1on.2ﬁ

These are all distributive issues in that they deal with the ways in

which the benefits of student aid are meted out, to individuals.

For an individual to achieve equal educational opportunity, there
must first be available the access (defined as theé student's
participation in gome form of postsecondary education) to an-institution

) of higher education. As stated by the Carmegie Commission:
We favor, on the other hand, universal access for those who want to -°

enter institutions of higher education, are able to make reasonable
progress after enrollment, and can benefit from attendance.gél

Y -~

. Furthermore; the role of student financial aid programs should be to

. eliminate the financial barriers that prevent the attainment of this

26/

universal access.=—' As commonly interpreted, this means that all
students should have an "equal chance" to advance their education,

regardless of their individual intelligence or motivationm.

Student access to postsecondary education is influenced by Federal
. policies in several ways. §§§1c1es that either increase a student's
anticipated future income stream (e. g.; afflrmatlve action impact or
employment opportunities for members of mlnorlty groups) or decrease the
costs associated with college attendance (e.g., grants-ln-a1d,

fellowships) favorably affect the expected rate of return. Federal BEOG,

’

24/ 30nathan D. Fife, Applying the Goals of Student Financial Aid /

(Washington, D.C.: American Association for Higher Education, .ZA\
1975)’ p. 1. ‘

25/Carnegm Commission on Higher Education, Quality and Equality:
Revised Recommendations, New Levels of Federal Responsibility for

Higher Education (New York, N.Y.: McGraw Hill Company, 1970).

26/The National Commission dn Financing Postsecondary Education,
Financing Postsecondary Education in the United States
‘(Washington, D.C., 1973), p. 53.
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SEOG, and the State Student Incentive Grant 4SSIG) progréﬁs are one :
strategy -for encouraging further education for thosegwith limited

i

resources. :
The grant programs, of which BEOG is by far the largest, gztempt to
meet this objective by equalizing the financial barriers faced by
potential stfudents across family wealth levels. Toward this end,
expected family contributions from assets and-income are calculated, 2
level of student self-help is assumed, and grants are given to offset
differences in family aid to the student among participants. Thus, Basik
Grants may be seen as an attempt to equalize, total nonreturnable aid
(including expected parental contflbutloﬁ)'tha& students receive at
similarly priced institutions. The. remaining price (cost of education
minus nonreturnable aid) that students fac; for their postsecondary

education is assumed to be made up by students' loan and work.

A second'way in which Federal prégraﬁé may encourage increased ~
postsécondary participation is to neutralize imperfections in capital and
employment markets by making "self-help" a readily available option for
the student. The GSL and NDSL programs are de31gned to prov1de a more -
adequate capital market for students who otherw1se would be unduly
penalggzed. Work-study programs, by providing educatiomally related

on-campus employment, are also an important part of this strategy.
i | ~e N
Third, insofar as go/no-go decisions are based on student

perceptions, improved information, advisement, and counseling contribute
to better informed judgmehts. Talent Search and Upward Bound programs
are ex&mp%eé’of this Federal strategy. Other programs that assist in B
Fecruitment, provide career and occupational counseling, or provide
supportive gervices (remediatidn, veterans' counsélors), add to the
infdégation flow or help to instill confidence in students to advance
their education. Th&gr‘there are a variet?-of ways in which Federal *
programs impinge on the access decision and help to reduce b&rriers to

further education.

- e



The second component, choice, Is dependent upon the issues of access,

>

i.e., before a student can choose a particular school or educational,

program, .he/she must have access topalterﬁ%tives. As Pesqueire has noted:
Equal opportunity really is a two~faceted concept. f&%t 1s to say,

. : first, we should speak of access to an equity in postsecondary

education in terms of rates and patterns of enrollment. Secondly, we

should speak of access to and equity in types or levels. of

institutions, There are two dimensions vig§-a-vis equality of 2

educational opportunlty in higher education - choxce as well as '
access., 27 ‘ _ o

L " N

Implicit in the goal of choice is the belief that a student's motivation

& .
. in selecting a particular institution should be based primarily on

. . bl
Promotion of choice also recognizes that by allowing freer movement
between institutioms of various casts, greater competition will be

. ! encouraged. It is hypothesized that by increasing the dynamics of
_the market-place, institutions will be forced to become mor'e
sensitive ‘to the student's educational needs. Students, on the other

. hand, >should be expected to select institutioms that will provide
.them with the most education for their money. This will stimulate /;)
the less efficient institutions to reexamine their organization and
strive to become more efficient to compete w1th other

nonfinancial considérations. In addition, as Fife states:

institutions.28/ | |

The resylting diversity and competition amdng ingtitutions can‘zzrfﬁgﬁght
/
of, then, as a secondary goal of student aid.
‘ . - { - R
B College choice-—that is, broadening the feasible set of options from
) which a student selects an institution to attend-—-is also affected by
~ Federal programs. Grant-in-aid programs, such as BEOG, which base

assistance levels on the cost of college attended, help to raise the
pé;EETqu rate of return for high tuition optionsv 1f students are to be

enabled to select an institution .that best fits tﬁeir educational needs,-

B ~
i .
y . . )

then reducing differences in cost that are unrelated. to education

‘ -

[ : 7

? EK/R.E. Pesqueire, 'Equal Opéortuﬁity in Higher Educatiof: Choice as
Well as Access," College Board Review, No. 97 (Fall. ¥975), p. 33.

28/pife, ibid., .p. 33.
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program or q&ality~pr6vides a géeater measure of équalipy of opportunity
to the studedt with liﬁiged means. Improved inférmation and differential
assidtance levels (based on tuition charges) are strategies that broaden
the range. of -choice for potential studen}s amoﬂg'public and independent

institutions, and between community college wvocational programs and

. - - (3

proprietary schools. T ) 3

Tvé.final area, pgrsisteﬁceJ is related to the student's gﬁility to
comp&éég his/her educgtional\quectives. Strategies affecting
persistence are analogous to access sfrategies; completion of a course of
study cdn be considered to be a continucus series of go/no-go decisions
bdsed on reevaluations of added costs and benefits. In today's world,
where dropping-out or Sstopping-out are more gommbn,’the concept of
persistence must be exﬁénded over the period of adult 1ife. Late
entrance, or reentrancé, is becoming mote gommon, and Federal programs“
are significant insofar as they may penalxze, or be especially designed

to assist, the older out-of-phase student.

» The rates of return to investment in higher education are not linear

with respect to the number of years completed., - In fact, as Olson, White,

and Shefrin péfnt out; "college should be taken as a package or not at

all due to the large, yositive.effect of the fourth year of college (a
l Ilg_?_/' )

LY

possible 'sheegékin effect’). Yeét,,as is known, the dropout rates-
for college students a%e extremely high. Using National Longitudinal
Study data As a source, of/?ﬂose in Ehe high school class of f972 who -
“entered community collégeé in the fall of 1972, only 63 percent continued
in 1973. Similariy, for those who attende®®a 4-year college in 1972;

6nly 68 percent continued in 1974.

* N | ) -
A major assumption underlying student aid programs is that many needy

students require financial assistance in Yorder to remain in sc¢hool.
]

. ~ ) . .
29/ awrence Olson § Halbert White, and H.M. ‘Shefrin, "Optimal Investment
in Schooling When Incomes Are Rigky," Journal of Political Economy, -

Volume 87, No. 3, 1979.
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This hypothesis is supported by the recent findings of Maxwell who .
concludes that, controlling for parental income, type of institution
attended, race and educational coéﬁ, . ..aid alway$ increases
persistence...a¥N is particularly effective for low iﬁcbme students who
pay low or high tuition...."ég/ ‘

&

Therefore, the third goal that must be met for the achievement of
equal educatiodél opportunity is that of retention. As long as they are
qualified and motivated, students should be afforded the opportunity to
pursue their education to its completion. While this_ﬁay seem obvious,
it has been oftendgverlooked. Most student aid programs fhave sought to
maximize the breadth of the distfibution of aid funds and have not

provided sufficient emphasis on continuing support for ongoing

Students.éi/ ' N »

Student Sovereignty: .

As a corollary to the goal of edual opportunity, the law adhered to
the- concept ofstudent sovereignty in the market for postsecondary"’ )
education, i.e., the choices of stﬁdents, and’not institutions, are given
first priority in Federal suppotft to higher education. While arguments
were.advanced for institutional support as a means of ensuripng the
survival of private schools in particular, the legislation has g@early
articulated a desire to place the power of choice in the hands of needy
students. The integrity of the nation’s institutions, while an important

. ( .
goal, was seen to be secondary to responsiveness to student needs.

. The Provision of Federal-State Roles

The 1972 Education Act clearly reaffirmed the long-standing‘boundary

between staté and Federal éuthority. -Pr089égzs to underwrite the entire

&
higher education system were rejected in/favor of filling spewific gaps
4 o
4
L 39/ 3 ames Maxwell, "Effect of Financial Aid on Persistence in College,"
Paper presented at the Annual Meeting of the American Education
' Research Association, 1980, p,”10.

EL/National Task Force, 1975 /é;id.
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in the existing patterns of distribution. To the extent that equallty of
opportunity was not being affotded to certain types of students, tﬁe
Federal role would be to address such inequities. The states would

L4

retain primary responsibility for the provision of educational services,

Federal-State Partnership

o~

While on the one hand articulating support for state primacy, the
' '1972 Education Act also sought to encourage forms of, Federal-state
partnershipvs Specifically, it created the State Student Incentive Grant
Program (SSIG) which established a Federal-state matching arrangement to
increase fundlng of state~adm1nlstered scholarshlps for needy students,
the intent being to enlist the aid of the states in the drive to achieve

\ -

the goal of equal educational opportunity.

Broadening the Educational Mainstream

1Y

The Act gave recognition to nontraditiomal students and institu-
tions. Wh&}e more remains to be donme in this area, the extention of
suppart to vocational ptograms and to students who- attend less than full
time resulted in the federal adoptidn”of.a broader view of postsecondary
education and cne that was far more realistic considering the trend
towards lifetimpe learnlng and therorow1ng emphasis on occupational

- [y -

training. ) -

Reform and Innovation - . )

In addition to broadening the q:zji of higher education, the 1972 Act

also established mechanisms which, it indirectly, would work to

encourage change in the educational establishment. As,Gladieux and’

"...students, 'voting with their

-

Wolanin suggest, the intent was that
feet,' will carry Federal funds into the schools they decide to attend.
Moreover, the adoption of the concept of postsecondary education gave
federal recognition to a broader -range of options--a bigger marketplace--.
within which student choices could be exercised, thus hélping to assure
that the basic dynamic of the market, competition, would work more

efféctively."ég/

32/Gladieux and Wolanin, p. 227.
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HISTORICAL SURVEY OF THE LITERATURESS/

Early Literature <

Among the earliest research on the management of student financial

aid is work conducted by the Harmon Foundation in 1924. This

. philanthropic organization, whichvspecialized in "fhe trial of making
loans on business terms to college students,'™ conducted a survey of 326
postsecondary 1hst1tutlons to, "ascertain theories, methods and
experiences regarding the administration of funds for student aid." The
study concluded that: «(a) no generail}’accepted rules or methods existed
for the management of student aid; (b) there is no valid reason for the
administration of aid on radically different lines in the same type.of
school; and (c) scholarships should be given for scholarship achievements
‘and not, except in certain circumstances, as éharity merely on account of

need.
L3

. In 1932, the ngmon\Foundation published an evaluative report on
student loan programs, stressing that careful investigation is essential
in selecting new borrowers and that student loans should carry full
commercial interest rates and penalties. Additionally, this report urged
comprehensive counéeling systems.for all loan recipieqts. Besides being

a lending agency itself, the Harmon Foundation also published deveral
directories on student loan and scholarship sources (Hafmon Foundation,
1923a, 1923b, 1935). These,volumes provided students with a tool to

expand their search for educational funds.

The thirties and the forties saw the continued production of
literature on the subject of student aid, The first dissertation known

to us on this topic was done at tggahniversity of Chicagoe in 1935 hy

\\\ Cavan (The Student and the Financiggﬁgf the College: A Study of Student
Fees, Student Aid, and Factors Affecting the Proportion of the Cost of

Higher Education Borne by the Student). Theé same year saw evidence of

early Federal interest in the student aid, expressed primarily in the

-work-relief programs of the Depression era. A pamphlet, "The Emergency

33/a vist of Selected References is appended to this chapter.

)

THA
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Education Program §nd the College Student Aid Program of the FEAR" (U. S.
Federal Emeroency Relief Administration, 1935) descrlbes these afforts.
One of the earllest U.S. Office of Education (USOE) publications on the
topic of axd also appeared at this time. Sharpe and hls_cqlleagues)?t

the American Council on Education published Financial Assistance for

College Students in 1946, which was a directory of available student aid

programs. An example of a well-organized directory is one first

_publisﬁed by Keeslar in 1954 entitled Financial Aid.for College Students,
which has been updated periodically to keep pace with the changes in -

student aid «availability. . . .

_ With the 1950's there came a noteworthy shift in both the volume and
the critical flavor of work on aid fow students. Forecasts showed that
demand for postsecondary education could exceed the level that could be
-gustained by traditional systems of private or state—level.finaﬁcing.

The Eederai government was already heavily involved in sponsoring higher
education research, and the G.I: Bill had contributed to the higher
education of a large number of veterans who would not otherwise sought to
further their academic careers. The case for active Federal involvement
an student assistance programs began to take hold as a generally accepted
notion. One of those who used literature as a ‘forum for drawxng
attention to the Federal role in student assistance was Elmer D. West of
the dmeriean Council 6n Education {ACE), which published his Background
for a Natiomnal Scholarship‘?olicy in 1956. In the same year the e&itors

4
of Changing Times, the well-known Kiplinger- newsletter, produced a slim

volume which may have been the first consumer- orlented analysis of the

system (Student Loans~-Their Place in Student Aid). Despite the title

and its brevity, this report covers much of the same ground as this study.
‘ X ' { XY
. . Lo . . . ]
Administrative Issues: The Institutional - Federal Relationship o

With' the establishment of an on-going Federal involvement:in student
aid, the sphere of existing likerature expanded to included issues
related to the management of the aid programs. Publications concerning
decisions faced by institutiopns in t?iségegard became a mainstay of the

literature produced on student aid. The first detailed manuals for aid

P AN
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adm1n1strat10nftegan to appear in the early 1960s (e.g., Babbldge s

Student FLﬂancmal Aidk Manual® Eor Colleges and Universities, published

by the American College Pergonnel Association in 1960)." In addition, a .

‘ number of state-level studies were conducted during this-time,

: S -
particularly in'the{Northeast. ( : g

k]

The'fiqet assessments of ‘the National Direct Student Loan pfogram
(NDSL) were done by Robert C. Hall of USOE and released in 1962. This
was followed by a 1964 General Accounting Office report on NDSL the title
of whxch has a fdﬁrllaq Ling today (ggaknesses in A&ﬁnnlstratxon of the

Student Loan Programs Under Title IE of the Natlghal Defense Education

Acg“of 1958). A number of others conducted ma}éijessessments of the
general aid sy§§em at this time including: the College Scholarshlp

\
Serv1ce s Student’ Fxnancxal Aid and .Natiogal Purpose: A COlquUIUm,

Student Financial Aid and Institutional Purpose (1964), and The Economics

of Higher Education (1965); Rexford G.-ﬁoon's special study of U.S.

student’ aid practibes in 1%51 for the International Study of University .
Admissions, later EhQIished by the-8otilege Board as Student Financial Aid

in the U.S.: Administration and Resouéces (1963). Reviewing the scene

_in 1963; and Moon's 1967 study Finaumcial Aid to the Undergraduate -t

Issues and Implications (publxshed by the American Council on Educatlon)

Since the mid-sixties, the’ trends of‘lncreased 1nterest in financial
aid as an area of study, a greater and greater attention to detail, and
the broadening of the field to cover every aspect of the ‘student aid
process have become standard “fare. Manuals for guidance of aid personnel
have increased in number and have dramatieally increased in quality. Of

particular note is the new manual, Management of Student Aid, published

by the National Association of College and University Business Officers
(NACUBO), which provides a thorough treatement of most institutional

aspects of the present system. Another useful guide is Van Dusen's

Design for a Model College Financial Aid Office (1973). Step-by-step
manuals, designeq as guides to be utilized by financial aid officers Aave
been produced by a:;umber of private organizations including: the
National Association of Student Financial Aid Administrators (NASFAA),
the National Associetion of Trade and Technical Schools (NATTS) the
College Scholarship Service (CSS) and the American College Testing
Program (ACT). / .

Y
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Literature on Loan Management

s

As the scope of aid programs broadeneé, and as the volume of money
which institutions were administering ballogned to its present
proportions, writers became increasingly aware that aid offices needed.
assistance in designing specific aspects of their practices and
policies. One area which has demanded specific attention is the

administration of student loan programs —— specifically methods to
W

increase borrower repayment.

After monitoring repayment activities for seven years, the Harmon

JFoundation (1929 congluded that student borrowers in the 1920's were

excellent credit rigks; default rates were-less than two percent. Years
later, Ormes (1957),  Ruegsegger (1958) and The Massachusetts Higher

Education Assistance Corporation (1959) reached similar findings for

' repayments in the National Defense S:udégt Lo#an program and in several

k4

newly ofganized state guaranteed loan programs., With the wider

‘distribution of 1éans in the 1960s, came the emergency of significantly

higher rates of loan default. 1In 1965, the Subcommittee on Education of
the House of Representatives reported that 16 percent of th§ loans made
under the NDSL program were delxni?ent. The U.S. Office of Education

a

agtributed this high percentage of delinquencies to poor institutioqpi

. management and counseling. The findings of Abate (1963) and Hill (1965)

bore out this contention. The early seventies witnessed a number of
presentations designed to combat the growing rate of default. Some of
this literature "describe this problem (default), why it exists, and its
implications of the future operation of loan programs. (Mathis, 1973;
u.s. C;ngress, House Co&mittee on Education and Labor, 1974a} U.S.
Conéress, Senate Committee on Labor and Public Welfare, 1975; U.S.
Congress, Senate Committee on Governmental Operatioams, 1976) .34/ 1,
hélp improve loan management at the institutional level, Whyte (1973)

surveyed the lending practices of 30 commercial lending institutions, and

éﬂ/Jerry, Davis and William D. Van Dusen, Guide to the Literature of

Student Finangial Aid, GQSV York, NY college Entrance Examination Board
1978) p. 60. :

2.:2‘7- 6 :
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produced a list of ten suggested loan management practices. In another

éffort, Spencer (1974) developed a stepwise multiple regression procedure

to statistically-predict which students might be poor loan risks.

./ Other techniques for handling loan delinquencies have been presented
bl the U.S. General Accounting Oféice (1973), Maynard (1974), Wolfe
(1974) and Swift (1976). All these works present suggestions on how to
improve loan coilectioné at the institutional level. The rise of ‘
computer based systems for managing Ioag collections have b?en explored

{
by Miller (1975}, Wolfe (1974}, and Aiken (1974).

[}

Literature on Student Financial Aid C seling

To date, most research in the area of counseling studemt aid
recipfents and applicants has concentrated on methods of pfopérly
disseminating fimancial aid information to studénts agﬁ paren%s'(Whalen,
1975; Trutko, 1976; Von Klein et al., 1976). Inﬁovgt&ons in standard
approaches are offered by Bani;terfand Griswold (197&) and Bob and Davis
(1976), who suggest the use of group counseling sessions to‘more
effectively present aid informationm. Additionally, the College ~

Jiggélarship Service has sponsored experiments in improved/innovative

financial aid information dissemination (CEEB, 1%76).

¢« The role of formal c0uns§1ing in financial aid is discusged by
Johnstone (1973), Quesada~Fulgado (1974) and Fields (1974). Each afgues
for the need and importance ;f establishing and maintaining a personal
counseling relationship between the aid officer and student. Other
counseling-related literature seeks to define, more specifically, the
institutional responsibilities which must be recognized as schools
attempt to provide counselling services. Stamatakos (1972); Edwards
{1975), Comtter (1971), and CEEB (19?@) alldaddress this issue and offer

specific suggestions.

Literature on Data Processing Applications

*

As federal and locally administered student aid programs continue to
expand their scope, the need for developing new methods of managing

financial aid grows. Many administrators have concluded that the best’

»
N s
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bay of meeting this need is to incorporaﬁe data processing systems 1into
their aid programs (Brown, Jones, and Overman, 1967; College Entrancé’
Examination Board, 1968; Jepsen, Mateijka and Hulet, 1972; and Miller,
£ 1975).

»

« Jepsen (1973) and Jepsen. and Buchanan (1973) examined the application
of computer processing at postseconda}y institutions, and found that
although few financial a1d offices utilized computers during the early .
'1370*3, many planned to incorporate datanproceSSLng functions lnto their
operations in th¢ future. Recently, Cooper (1979) surveyed 108
institutions ifi California and found that YZdercent utilized coﬁputers :

for either,-compXation or printing functiom§?

AN

Other Literature on Administrative Practices

Given the Current state of the art, there are few areas of aid }
practice which have not been-explored in some form. The nature of
current need assessmen; procedures have been dlscuésed\EQ;£H§Q (1979), ACT
(1979), Keppel (1974), U.S. Office ofthe Comptroller General (1979), and
the General Account%ngeofflce (1979)f$ These publications either define
the current system;ﬁn use or present critiques based on theﬁr perception

of inconsistent practices. Péter K. U. Voight (1979) preseﬁt2{the

administration vilew of need analysis in his testimony before fhe House of
Representatives;Education and Labor Subcommittee on Postsecondary

Education. . -

#

~ The management of personnel in aid offices has also been a subject of
discussion. These discussions have cohcerned eemselves with the role of
"professional" staff in aid offices as well as the employment of
“part-time and peer personnel. Stanly Cross writing in the Journal of
College Student Personnel advanced the view that the financial aid office
should be considered in terms of its implication for the student. North
(1975), Van Pusen (1973), Edwards (1975), Fields (1974), (guclen (1978)
and Cooper (1979) all stress the necessity of developlng the Financial
Aid Director as a "professional" position, with special skills, adequate
compensation, and a suitable tolé in the inétitutional hierarchy.

, )
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With‘the need for more pqrsonnel'to manage growing financial aid
programs, many colleges and universities afe now relying heavily\upon
part-time employees. The National Center for Educational Statistics -
(1977) reports khat 79'9ercent of all the higher educational institutions
in the U,S. employ part:time staff members in their financial aid
operations. In a similar study Tombaugh, Heinich, “and Ratnofsky (1977)
revealed the increasing assignment of paraprofessional responsibilities
to part-timers.. A variety of views on the use of part-time and peer
employees are contalned in many of the aid office manua%g.prev1ously ¢

noted.

Summary : ' .
The above is not intended as an‘exhaustive dissertation on existing
literature on student financial aid. 1Its purposé is to set out some of
¢ .
the basic themes.which have been expressed in the literature on this
LY .

vastly complex subject matter. Taken in combination with the review of

~literature in Chapter 3 of Volume II of.this report, it will pro#i&e'

potential researchers with a roadmap with which to begin explorations of

specific sub-topics in this area. For further reading, we recommend the

Guide to the Literature of Student Financial Aid complled by Davis and

Van Dusen (1978). As a_chronologxcal source of topics of discussion, the

Journal of Student-Financial Aid, published by NASFAA is also a useful

reference tool. Immediately following is a List of Selected References

which identifies the publications cited in this review and provides

-additional sources of reference on the institutional management of

student. tln&ﬂClal aid funds.
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SECTION II

THE INTERFACE BETWEEN POSTSECONDARY INSTITUTIONS AND
\ _ v THE FEDERAL GOVERNMENT

PREFACE

The §tudent f1n35§131 aid programs, established:by’ the Congress under
Title IV of the Educatlon Améndments of 1972, are the result of a great
deal of debate and discussion surrounding the selecgion~Qf a proper
method of'deliJ%ring financial.assistance to the s;ize;:j\for whom it is
intended. By electing to charge institutions with the pr{mary
regponsibility for the distribution of a large portion of the togallpool
of flnanc1a1 aid dollars, the Federal government has fostered a complex
series of intgrrelationships. Fos these Campus Based programs, the
institutions afeqrequlred to malntaln very specific relatlonshlps with
student aid applicants and recipients, as well as Wwith the Federal
government. As is detajiled in Appendix B of this volume, the Ba91c.Grant
program, which is the cornerstone of fhe Federal aid structure, is '

admlnlstered primarily by USOE. The more limited role of institutions in

'the BEOG program, their wealth of Caﬁbgs Based responsibilities, and the

relativgwposition of institutions within.the Federal financial aid system

will all be topics of conc&rn in Section IT of this volume.

Institutions of postsecondary education which choose to participate

in the Basic Grant and/or Campus Based student aid programs enter into a

.pistnership with the Federat government. The institutions and USOE are

mandated by the Co?gress to work cooperatively in order to alleviate the
fiscal barriers which confront student access and retention. For those
persons who are not overly familiar with the history and rationale
between this Federal—ipstitutional partnership and its implicationms,

Sectipn II is intended to provide background and resource material which

- will attach greater. meaning Lo the study results presented in Sections

ITI, IV, and V of this volume. -

IT.1 74
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INSTITUTIONAL MANAGEMENT OF STUDENT
' FINANCIAL AID PROGRAMS

GENERAL SCOP? OF STUDENT FINANCIAL AID MANAGEMENT

With participation in Federal fimancial aid programs, institutions of
higher learning inherit. certain management responsiblities. For example,
an annual application fgr funding must be completed. Schools must follow
a course of proper maintenance and retention of financial aid records.
Iﬁey'musa also

-~

ucational costs, student enrollment sizes, and recipient status.

periodically provide the government with informatiom on
Predqnted below is a discussion of these and other instifutional
respdnsibilities as they pertain to the Basic Grant and Campus Based
programs. Also included is an outline of the financial aid and
information services which schools must provide to any enrolied, or

prospective, student.
!

BEOG Responsibilitieél .

An institution must acknowledge several key administrative
tesponsibilities when handling Basic Grant funds. For example, Federal
reguiations require schools to verify the enrollment status of each BEQOG
reeipiént before payment is made. If it is determined that a student’s.

enrollmegt status has changed, jt is the financial aid officer's
responsibility to recalculate the original award. This award must then
be applied as the primary base for meeting the student's need.
Institutions must make certain that the Basic Grant award is not- adjusted

even 1f this practice results in overawarding. ~
B

3.1
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Financial aid officers are also responsible for attempting to correct
" any apparent discrepancies they discover on a Basic Grant application
- (validation). 1In doing so, the following actions afe recommended by the
D e . y
* All financial documents should be reviewed to make certdin that
the discrepancy is not due to variations in reporting periods.

Office of Education:

) The student should be contacted so that he/she has the
opportunity to explain or to correct the information in questjion.

:

® If there is proof that information has been falgified, the
institution must withhold payment of any BEOG award(s) and
report the case to the Office of Education for fugther
" investigation. A

o

.
* i

The institution's proper maintenance of Basic Grant awards is another
responsibility mandated by USOE. For each .student «receiving a BEOG, the
following must rgpain on file: a notarized copy of the "Affidavit of
Educational Purpose,'" in which the recipient agrees to use the awardy for
educational purposes only; an original copy of- the recipient’s Student -
Eligibility Report (SER); and a copy of an award notification letter
which contains the amount of the award and how it will be paid. These
and all other institutional records relevant to the Basic Grant program

must be made available to the Commissioner of Education for the purpose

of program reviews or audits.

JUnder the regWIati&;s of the BEOG"program, institutions are also
responsible for the completion of two reports. In order to determine
whether an institution's, authorization ceiling should be raised or
lowered, schools must submit the BEOG Progress Report three times each
year. This report allows for an adjustment ip the BEOG payments to an
institution 'as determined by both the actual and expected{demand for such
funds. The second required report is the Student Valgdat{on Roster.
Through th;s repdrt, the inftitution verifie's eac? recipient/s enrollment
status and the actual award paid out to each. Thé Office of Education
uses this information to reconcile the institution's Basic Grant account

~

at the close of each figcal year. ) : , ’

LI \ ' : .
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Campus Based Responsibilities '

3

Perhaps the single most important item in tLe managaggnt of the
Campus Based program is the propér and timelx,q&bmission of the Fiscal
Operations Report (FISAP). The FI represents the combined funding
application and fiscal Operations report for-all the Campus Based
programs. In its annusT’coﬁpletion,'financial aid managéra must not omnly
assess the presefit~condition of their Campus Based programs but also

predict the approximate level of funding needed for the next academic

year.j@ _‘ \

Kg in the' case of the Bagic .Grant program, institutions that reneive
Campus Based funds must make certain that these monies are properly
disbursed to a11 eligible students. Other responSLbilities of the
participating institutions include: maintenance of an effective T
financial aid counseling program; eva‘ggtion of aid applications,

notification to students of action taken on applications; packag&ng of

'._ﬁ.f-—:
aid; reweyion of aid packages to respond. to unique(student situati
maintenance of an accurate record Esgpiaé'system, management of an exi;\\\\\\\

interview procedure for loan recipients; and coordination of the p93§~

enrollment activities of the NDSL program. d

STUDENT SERVICES .~ )

‘ The Student Consumer Protection provision of-the'Higher Education - _ \\ .
Amendments of 1976 assures prOSpectizs'and enrolled students that they =

will be prov1de§.w1th proper consumer information regarding financial. ' .
aid. An institution which receives an administrative allowance for its

. . . . \ : N, . . 3
participation 1n any of the Feéderal aid programs'is required to pfq*; e
1 / ' . .

. the following:~
) Information on financial aid available from 1nstitutional,_
. $rate, and Fedetal sources,

° A descripti ob of how to ,apply for aid funds and what standards "
are used to determine eiigibility, ?

=/ Schools which participate only in the GSL and BEOG programs need to
+ .comply only with the Consumer .Information Requirements governing
guaranteed Student Loans since thé ‘administrative allowance for BEOG
recipients has never been funded. o 3
- 7
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- Figures on the-cost of attending the institution and its refund
; policy; ) - ' ‘
[ Information on the rights and responsibilities of a student who
receives financial aid;
\ ) ® A description of how and when aid is distributed among students;
' . A sample, loan repayment ‘schedule; i
) Information” on the academic programs, faculty, and facilities‘of
) the institutiom and,’ if possible, data on the number of students
- who complete each, academic program; -
‘e A list of criteria used to determine if a recipient is in good
a¢ademic standing; and
¥ e Institutional data on student retention.
’) The legislation also requires institutions to maintain an employee
who will assist students in obtaining financial aid informations This
' requirement may be wa}ved for those izstitutions that are too small to
- necessitate such a full-time employee. - d
SPECIFIC MANAGEMENT PRACTICES C
In attempting fo cope with the management responsibilities which are
_required.of participants in the Campus Based and Basic Grant Programs,
institutions seek ‘guidance from a number of sources. Among the areas
" which require.the use of specific management skills are: ’
° Personnel
. Loans
° Data Processing X B 9
) , ° Canseling ' I
° Records
. P .
. As was outli in the rev}ew of literature, in;luded as part of
' Chapter 2, a ber of ﬁon-Federal organizations and asgociations have .
. 'producé!’man “~for use by finangial ‘aid office(r)s in their efforts to
- o « make necess management decisions. The Fed;;al goJErnment has also
been a souge from which institutiogs can obtain guidagce on these

- yd/ﬁatters. _ ‘
A} -
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Federal Regulations Rgfgarfiing Management -
-

Although most of the regulations which are promulgated'by USOE

"address relationskips between institutions and the Office of Education,

.
L2

some spell out the procedures that institutional dfficials are to follow
when administering Basic Grant and Campus Based aid. Among the ones

covered by regulation are, by program: a

e  Basic Educational Opportunity Grant (BEOG)

" ~~ disbursement of funds

v == award adjustments |
!
-— ' recovery of overpayment -~ F

° Supplemental Educational Opportunity Grant (SEQG) - L
-— 3ward adjustments i
i

P, — recovery of overawards |
-— disbursement of funds .

--  record keepi rocedures :

° National Direct §;udent Loan (NDSL) ' \

~—~  award ad}uscments } \
- fecgyery of ovéfawgrds

~= disbursement of funds

-~ record keeping procedures :

-—- loan collection procedures

S
e College Work-Study (CWS) ' J

-—— .award adjustments ’
-— treatment of overawards _ :
—  disbursement of funds

record keeping procedures
establishmént of Wage Rates

Personnel Management

The manner in whish aid offices manage the use of personnel is
largely determined by the amount of available resources. As Chapter 5 of
this volume will discus§ in‘depth, tﬂbséﬂfﬁstitutioﬁs which have enough
employees to draw upon, face a number of choices regarding the
spécialized areas.-afr gstaff responsibilities which best suit their
situation. Potential positions which may ke found in a financial aid

office include:



financial aid director computer aqgl?st "
) assigtant/associate director data processing technician
. ' offi::\M3ﬂE§;r oo receptionist
counselor ) - peer couggelor\
. records manager | BEOG coordinator
CWS coordinator loa; officer N
A clerk : ' ' coilections personnel
! secretary ' : accountant

Few schools employ all of the above personnel; some: utilize more, some

considerably less, and a whole Kost at various points in the middle. ., -
0 ' Additional areas of study within Qérsonnel manégement are the use of peesr
employees, establishment of financial aid’”professionalism," staff

recruitment, salaries, and retéention. '

- ) C. Loan Managexpent ’ . j

' Institutions which participate in the Natiomal Direct Student Loan

17 " “> Program fage-a-unique set ¢ ponsibilities. Among the resultant
management objecti;es is the coordination of activities betweéq more than
one office ;ithin a school administration. The greatest cooperation in

loan management must, necessarily, be between,

...the financial aid and business offices, where loans originate and
“are disbursed and collected. So that no functiong are missed and a
smooth progression of administration is guaranteefl, a clear-ecut
"division of responsibilities must be made between'staff members
responsible for granting loans and those responsible for disbursement
and collection. These parties must coordinate their efforts sd that
procedures do not lapse, and all parties involved in admimistering
.. different phases of the loan program must be familiaf with the emtire
program. If the institution is small and if staffing requirements.
are such that a division among personnel is not possible, internal
"controls need to-be established to separate the various functions.
Good management practices prohibit the practice of approval,
. ~ disbursement, and collection as one.personl? function.X

The National Association of College and University Business Officers

(NACUBO), who provided the above quotation, advocates the establishment

.

. L1/ Natiomal Association of College and University Business Officers, The
.- Management of Student Aid. (NACUBO, Washington, D.C.: 1973}, p. 71.

-
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of loan offlcers who are separate from the flnancxal aid office. NACUB®&
ard a numher of oth organizations contend that the development of the
very specific skills which are necessary for the effective management of
student loan funds demand skecialized perSonnel and resources. As
outlined ?reviously, loan activides encompass a wide range of
dissemination and colle tions activities. Many institutions are
currently contracting out éome df the services which they are legaily
committed to provide. These are the loan management issues which will be

considered in Chapter 10 of this volume.

’

Data Processing : ‘

The recent rapid growth in the size anJ'gcope of student financial
aid programs has resulted.in a concurrent rise in the amount of tasks
which must be performed by finané'al aid offices. A number of
institutions have attempted to meet the rigets of this expansion by .

turning to various applications of computer technology. The aid

community is not unanimous ‘on the merits of the applying of data -

processitig techniques tb such areas as ﬁaekaging, where opponents fear
that the process will become "de~personalized." Aid offices around the
nation are currently facing decisions reggrding computer usage. NACUBO,
again, offe;s a concise overview of the contemporary mood régarding this

issue: \
Until recently, computer technology and cost have made it difficult,
if not impossible, for smaller institutions to adapt their aid system
to computer processes. With the advent of the mini-computer and
time~sharing facilities, paralleled by the developgent of spécific .
program packages, the computer i1s now ® much more attractive option
in the management of student financial aid. Although student aid
programs have been administered without the computer, the growth in
size and complexity of the total aid functjon dictates further. °
mechanization of previously manual processes, The met result should
be better service to students, with parallel improvements in
accountability. Computer appllcatlon in this area;is desirable for

several reasons.Z/ ) v - '

2/ wacuso, Ibid. p. l11. o R
\g
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As computers become a more and more accepted todl of the trade in
financial aid, the managegent and informatiog ;ontrol (i.e., access)
issues associated with their use will, undoubtedly become moye complex.
Aid office(r)s which utilize coﬁputefs face new challenges ti\eusure the

confidentiality of student records. When control of the computer is

centered in the school's business, admissions, or registrar's office,

these problems are compounded. For now, their compatipility with

recordkeeping, report preparation, correspondencé, and loan o

‘responsibilities is unquestioned. ' . \

are wholly responsxble for the provxsxon of loan~re1ated counseling -= .

Counseliing Management

.

-
>

The complexltles of the financial aid system have created probtems
for students as well as aid office(r)s. Prospective recipients of
student financial aid fequire the services of trained persomnel in order
to fully understand the, . range of available aid and sources and ensure .
that they receive the aid to wﬁlch they are entltled. Through the
recently enactéd Student Ccnsumer Information Regulatlons, the Federal
governmen; has, formally recognlzed the institution's role in prOV1d1ng

counsellng and 1nformatlon to “students and their famllxes. .

*

In order to properly lnform and counsel st&deqts on the various

- agpects of flnanCLal aid, many institutions have taken to speelalleng

e

the roles of counselors, For example, some schools emp Loy persons who

'
before, durlng, and a@ter a loan 1ig procured. Financial aid offxce(r)j’
mst 2lso provlde tralnlng for counselors in order to ensure the accuracy
and timeliness of\the services which they provide. In a number of
settings, counseling is assigned as a part~time responsibiliﬁy of
ffll-time aid offxce .personnei. This again raises’the issue of
"professionalizing” aid offxce functions.‘ As a fxnal note, aid offlcest
have most recently faced decisions regarding the use of peer counsgelors.
Although there is not a unahlmous sentiment regarding the -degree to which

peer employeesqgﬁbdld be utilized, -there is general.agreement that peer .

counselors can éffectively bridge some of the gaps which may exist in

o
~

formal counseling atmospheres.

L S .8 89 -
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Records Management ' A v

-
-

Record-keeping regponsibilities are paramount among the tasks which

e

) performed b 1nst1tut10nal financial aid offices. The Federal
R y J

ﬁirnment requlres that "hard copy files be maintained for every

\ recipieént of financial aid, even if a school has a duplicate file on
-7 éomputer'tape. "These records gust be stored in fireproof facilities and

securéd, so that access to them can be obtained only through spec1a1

permLSSLOn.. oo

" . R N L

» Deciwions lnvolvxng records magagement may be based 1arge1y on the

spaca limitations which axd offices encounter. Some lnstltutlons keep
complete flles on aid applicants as well, as.recxplents, others rely on

index-card flles, while still others have specific record rooms solely-

. . for borrower files. The management of records at the 1argest

ﬁstltutlons has necessitated the hiring of records managers who are

LS

- responsible for maintaining student records ensuring that students

.. and ‘aid office staff have access to the infdrmation contained in these
files. . ° Co . . ‘.;

at
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AN B ' THE DISTRIBUTION -OF FEDERAL STUDENT AID FUNDS

L4

et .

THE ACTORS" .
s S o i ’ .
The distribution of Federal student financial assistance 1s

accomplished through a rather complex process. Aid dollars must wend
their way through a cyclé'which,begins at the Federal Treasury and ends .
in the student's pocket. In-the process, Federal aid funds are

adminisiered and allocated by a series of governtiental and

= j

nongovernmental actors. : . \

- ' (-
Congress ;j .o B .

s i

- As with all fiscal decisions made on the Federal level, it is the

Congress which holds the ultimate authorlty to allocate funds for student
financidl a1d programs. The authorlzlng leglslatlon for student
flnanc1a1 aid programs (under Title IV of the Education Amendments of >
must make its way through the respective pollcy and appropriations .

subcommxttee and co%?xttee hearings and mark-up sessions of the House.of
“Representatives and the Senate; be approved by both Houses of Congresé;
and be signed Lgto law by the President. This legislation will, amou;
other things, sef Eo;th the fun§1ng celllngs for the Basit Grant aﬂd
Campus Based Programs; program parameters fof the Guaranteed Student Loan
Program; set out the 'guidelines for determining recipiént eligibility;
and declare the minimum and maximum awards which an'individhal student
may recieve. Once the f%naﬁcial aid appropriations bill “is signed i&to
law, the‘funds authorized beépme the responsiblity of USOE (now the

. -
> .Department of Education).
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USOE N .
The Office of Education is responsib for distributing the
appropriatad student aid funds to institutions--in the case of Campus

Bascd funds; to students-—in the case of Basic Grant monies; and-te banks

and other lenders—in the case of Guaranteed Student Loan {(GSL)

subsidies. As will be considered in greater detail imSection IV of this.

Q

report, Basic Grant processing and awarding are conducteq.through a )

-

- 'system controlled by USOE. In the majority of cases, institutions assume

the_responsibility Eon'distriﬁuting BEOG checks to students, while at
schapls which belong.to_the Alternate Disbursal Systém (ADS), students
receive their payment directly from USOE. Guaranteed Student Loan
Interest Subsidies and special interest payments are madg by USOE in

response to requﬁfts made directly by lending institutionms.

In general, the formula for distribuﬁing Campus Based aid funds
involves breaking down the toéal_pool of dollars among the states and
- then dividiﬁg the smaller pools among institutions in accordance with
their applications for Cimpus Based'funding. The criteria whith were
used to determine the . amount assigned to each séate for academic year
1978~79 were based primarily on the number of students attending: full
time at postsecondary institutions in the specific stq;p-l/ Using
administrative procedures, _delineated 1n Chapter 6 of thlS rgport, USOQ

transmits Federal funds te indtitutions whlch must aghere to specific

regulatlons regarding their accqpnglng procedures. .

The allocation formula emplpyed to determine’institutional funding

levels for ‘the Campus Based programs for the year of this study (1978~79) .
. . K‘ ’

was as follows:
) institut™dN\s submitted their applications on Campus Based
- funding tS™§SOE regional review panels;,

-

o

!
l/The allocatlon formulas for each of the Campus Based programs differ
sl1ghtly and are considered individually, \ 1

W

/
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- . . ° o - . .
] these review panels allocated funds in accordance with the &
institution's need regardless of the allocation to each state
for that year; 3.2/ and .

° if institutions were dlspleased with their panel's "Recommended
Level of Funding" they could appeal, first through a regional,
and then a nati®nal, Adppeals process.

| .

The funding.level assigned to each state, which is the hub of the

3
.

allocation process, 'is determined by a procedure which is outlined belows:-

. ninety percent of the funds allocated to states are bdsed -on ,
' - statutory formulajy ) .
. o _ .
Qe . the remaining ten percent of the funds are first used to bring
@il states up to their level of funding in fiscal year 1972;
® . any remaining "ten percent" funds are used to bring states )

. funded so far at, the lowest percentage of their panel” . .
recommended level of fundlng up to a common minimum percentage
level of fundlng, and -

e’ once the final leyel of funding for each state is determlned .Ai
each institution's share of the recommended level of fun ing

determines each institution's share of the" flnal state .
allocation. . . .

. . . -
Currently, USOE is utilizing a slightly modified allocation system.

This new formula for distributing Campus Based funds has been developed

i an attempt to ensure that lnstltutlons whose students are the neediest

S

e

receive edough Campus Based aid to meet this need- adequately. This

¢

system differs from its predecessor primarily irf its increased tellance‘

- on need and decreased emphasxs on full-time enrollment as the determinant

of institutidhal fundlng levels. ' This change was prompted by a .
perception’that the reliance on enrollment criteria was no¥ properiy
addressing the intent of the Federal aid proérams. The re:atnder of this
outline concerns only Gampus Basedlfundsj—EEQG and GSL responsibilities

aré not, in the aggregate, ¢oncentrated at the institutiondl level.
z/This includes the D rict of Columbla and Puerto Rico; the Trust
Territories are al ted two percent &f the original poofﬁgf}honles.

Z o ‘3 -
L] .,
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‘ Institutions
Participating institutiods of postsecondary education play the role
of go-between in_the aid distribution process; they are the "brokers" of
Campus Based -aid monies. Through their annual applications to USOE,
institutions attempt to get the maximum level of Cadpus Based funding for
- their schools. Institutions are required to provide accurate, documented
- information to USOE or they risk being denied the funding which they
deserve and/or need. Once funds are approved and disbursed to the .
. school), the institutfon must assume the role of caretaker for these
-public monies (wofking within a set of guideliﬁéé'described in Chapter
7 S~ 6). Having fulfilled the task.of acquring aid funds, institutions then
must devote their energies to providing financial assistance to their
" students. %As will be outlined in greater detail in‘Sections IV and V of
| this repért, instituéions.also assume the role of & provider'of consumer
services. oIn this regard, the responsibil%ties assigned to institutions

include: ) .
- " - ' . i »

o disseminating information on aid programs to prospective aid
. ‘ \zspipients and their families; .

J e  assessing students' eligiblity and degree of need;

O . 3 :
o combining aid sources to meet the needs of the Students; .

providing cqunseling for aid-yécipients and nonrecipients;
qéﬁ}lege Work~Stu;§

2
N

- identifying jobs; ' .
. '4

o collécting NDSL loans; and 2000 : .
e - coordirating the disbursement of ‘aid directly to the student.
. ‘ . . : v *

- -

Students/Consumers o ) . .

)

. . co : AN
Only after FederﬁTifinancLal aid hgs wended its way through the \\\
governmental and institutional bureaucracies does it_finally reach its

- ‘intended target--the student.

‘
®

. Students and their fapilies have the obligation to digest the vast

N

- amount 6f financial aid information which is put.before them ‘and to use

that information to make intelligent choices regarding thé&® actual cost of

tendarfce "at various schools. Students-and family members art, indeed,

r ' - .
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the consumers of all of the institutionally provided services which are
itemized above. Their role in the aid process is linked intrinsically
with the nature of tucir specific institution and the practices which it

.

employs.

CONSISTENCY OF PRACTICES

-~

The universe of Federal student assistance programs is far from a

stable one. The number of potential influencing forces (e.g., financial

aid officers, students, taxpayers) on the aid allocation and distribution

process produces a system which is in constant flux. There is, there-
fore, a growing concern that as a result of this lack.of a consistent
approach to the provisions of financial asslstance, there may be a .

dilution of its intended benefits. A

Congressional Appropriations

Perhaps, the arena most prone to foster inconsistencies is the
Congressional appropriations process. There i§ no.need now to go into‘a
detailed discussion of the governmental and special intéfest pressures
which are exerted dally on Capitol Hill. Suffxce it to day that each
year “the leglslators, who make the decxsxons regardxng the ¥und1ng of
Federal aid programs, must engage in an annual debate which dete(mlnes
the size and.scope of the Federal financial aid programs. In a recent *
example, the Congress effected a Eundaméntai;alteratkon in the general*
perception of who the "targets' of stuéent financial assistance were
intended to be. The passage of the Middle Iﬁcome Student Assisfance Act
was the outgrowth of a Cbngressionally perceivgd "national mood" of .
unrest among thosa from middle income circumstances. - The result has Leen
expansion of Federal finane}al assistance to meet tﬂé needs of students

and families who, it has beem contended, ha®e trad{tionally been excluded *

from.public assistance programs. Current legislative issues surrounding

#

L 2 . . . . s . .
the reauthorization of the Higher Educatxon Act, é%upled*thh a growing

sentiment to reduce the overall Level df Federal spending, could
potentially alter or reverse this newly adopted polidy. ™ The tvpes“XQ_ J

chan&es 1a Congressibnal thlnking which occur -in student Exnancxal,axd

,polhcuﬁs can also be noted in a many other areas of decxdxon—maxlng which

v . f
are ‘considered annuﬁgly by the,House and Senates

C ..

. ’ .
. ) - - , r



Regulations . ”

[}

It is through the regulations published in the Federal Register that
the financial aid community is kept apprised: of the current "letter of
the law" regarding the administration of the Federal student aid
programs. R‘gulations represent the "official" interpretation of the
laws as passed by the Congress. USOE and the Bureau of Student Financial
Aid publish regulations regarding Title IV programs 1n reaction #0-

changes which are made in the Education Amendments, as well as to reflect 3

clarifications

the Bureau's policies towards specific aid areas. The

need for USOE to contigually refine .the fégulations which it sets forth

is prompted by ongoing eXforts to propetly define the Office's
relationship with participating institutions. The crux of this

relationship is the degree t§ which USOE exerts control over the internal

-

operations of aid offices. T§ cite a recent example, the.consumer

-information requitrements reprefented a major step by the Federal

government towlirds centralizin eff&rté.tq mandate the type and quality
of services performed by the afd pffice. La£Er chapters of this report
will address the centralizatj¢n issue-gs it relatJ; to student need
anélysis, campus loan management, and packaging, among other. topics. In
a very real sense, student financial aid is a new area of policymaking; a
system which is stillrbeing perfected. As part of their partnership with

k) . . * 1 ] . L]
USOE, 1institutions must keep abreast of regulatory changes and attempt to '

’

adapt to them smoothly.

Institutional Practice P
1]

" The nature of the Campus Based aid system vests the participating

institutions with a great deal of discretion. and freedom conceraing the

delivery of financial aid dollars to students:
. L] . A

-

As with many Federally supported programs, there reaches a point in
the allocation and administration of student aid funds at which the
government relinquishes direct contrdl of funds and passes respon-
sibility to an agent in the private sector. 1In student aid that
process Qccwyrs at the same point with each participating school--when

-



aid dollars aré\qiigfiéid'directly to the instituion. At that point
the potential begin individual approaches to the application of

student financial aid 3 ‘\\¥
Each institutional aid office.is linique, as comphred to other aid .

offices. There are innumerable i cal factoWE which\can, and do,
* ]

. - ., . y . . \B
influence the character and policies of instliitutiomal financial aid

offices. For example, the aid office may mirror the person at the helm,

as a field interviewer on this study noted:,

Y

- -

The differences between (financial aid) Directors covered all areas
of their practlc and personalities and were all, in some way,
reflected in the pdlicies of their respective financial aid
offices.2/ .o ' o

1

The lines of decision-making within aid offices may be msrkedly dis-
' !

others may delegate a great deal of authorlty, still others’ conform to a

similar. Some financial aid directors %ule'with an iron ffst,'while

variety of degrees of steuctural tigidity.

7 A\

a
. .

. :
The flnanCLal aid offlce is also a part of the” overall bureaucﬂatlc

ietup of 1ts respective Lnstltutlon. Rarely, 1f ever, are aid offices

. [y

autonomous units; the aid director is answerable to some person dh;eﬁ
higher position. This person may be the pregident, efeasurer, deen of
students, admissions director, or reglstrar, among others; dependlng on
the policy of each school. At the smallest schools these llnes of
authority may be largely info mal.i/ In recent years the s zable

increases ‘in available stud aid has produced a- trend %hereby schools

» 5o N .
are viewing the management o financial assistance as a studentr//;,f,ﬂ
. , [

! i

~

'3/App11ed Management Sciences,‘Site Visit Report (Sllver Sprlng, :

1979) pp. A.2, A 3 R _
A/Ibld., p. A.3. " Doooe
S/At some of the smallest institutions the president may‘ﬁérform the

duties of financial aid director. —_— S

- ; { )
- !
“n . ¢
‘. ' \ -
.o ’ ] ’ .
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personnel, rather than a bu31ness, offlce functlon,wlth special needs of

its own. Walter North', wrltlng in ‘%oneyz Marbles and Chalk, argues the

fdllowing. N

.
kN .

he thesis of assoc1at10n of the aid-éfficer w1th ‘the chlef executive
v fflcer_Ls‘r?fted in the reality that aid 1is too jmportant across
every. area o institutional operation and the aid officer is too .

fully obllgatéd to all the administrative line segments to be allowed .

: to be caught in a subordinate position where information from him

flows through others and Ls entangled in the conflicts between vice
presidents or deans and ls‘secondary to other’ concerns such a
~super10r ‘may have as a résult of other dutles.é/

ARY

Many Lnstltutlons, especially &4~year and‘larger 2- Year\colleges, utlllze
Lt
student and/or faculty advxsory pan%}% in drder to relach certain

-~

dECLSlonS on f1nanc1a1 ‘aid. - At some schools\these panels play ey tble

" in advocating campus needs regarding serviceg and financial support;

.

othez Lnstltutlons maintain adv150ry panels seem;ggly for show, assigning

+ th imited scope and less adthority. Again, tgls is an area where the

: . : . . . N
Federal pollcymakers have chosen to maintain a laissez-faire posture.

" Wllllam Van Busen,. in hlS Design for. a®*Model Campus Flnanc1a1 Aid Office,

. sums upthe raison ehind advisory panels when he states, '"all

parts of the lnstltutron sho

d¢ be involved in the dévélopment_of a
n7/ * . .

pollcy on F1nanc1a1 A*d.

Y of thlS report, such as stafflnv salaries, computer utlllzatlon, and -
others vary greatly based on #he relationship between i\e aid office(r)
a

and the institytional leadership (president, dean, bo
L} . .
A

of trustees).

8/, Keenej, et al., Money, Marbles ané\Chalk (€arbondale, Ill.:

"‘\: Sout®rn JITIinoid University Press, 19757, p. 2b64.

. r}l‘d
/f7/W1111am Van Dusen, Design for a Modelg!j!bdg Financial Aid Office

(New York, N. Y. College Eutrancq‘anmination Board, 1973), p. 34.
. . BN ‘
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Equity at the Consumer Level

(]
¥

\ - The isgue of variance in the practices of student financial aid

offices.dees"not lend itself to simple, black-and-white analysis. The

lexisténge'of‘variance{is not altogether good, nor altogether bad. It is
‘ ndt_te_be_intefﬁ?hted either as a signal that the system needs to be

_ compfétely overhauled nor‘should it be viewed without concern as merely

a résult.of ‘the system s adaptatlon tojflocal environments, Variance in
practlce should however, be v1ewed inf t rms of its effects on the

consumers of student financial ald serv1cesh The concern of. Federal

-pollcymakers 1s that students, regardless ®f their locale of attendance,

5rece1ve equal treatment when there are equal circumstances of need>\ If o2

varylng practices result in two students of equal need receiving '
substantlally different amounts of assistance (e.g., leaving ‘one with 4
large .amount of unpackaged need) then the system is Judged to be o

prov1d1ng 'inequitable" treatment. The issue of ' equlty 1s the core of

.any analyszs of the consumer wiew of the delivery of financial ald‘&~fn*—“

_ thls regert,‘as well as Report Volume 1I, the term equltyﬂ will be .

employed as a measure of the ‘uniformity .of treatment of students of

simildr circumstance regardless of the institution which they attend.

1
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;N§TITUTIQNAL.DESCRIPTIVE RESULTS -

S~

PREFACE

-

"

Chapteré 5 and 6, which comprise Section III of this report, will
elaborate on the current structure and condltlon of institutional

f1nanc1al aid offices. Sections I and II have presented information

+based on independent research, not from data obtained from the
Lnstltutxons in the study. The remainder of" this tett will detail the

facts and flgures Whlch were gathered from the varlous institutions in
4 \

the study. ) -

» .

a »

T -

By‘!&amlnlng the environment in which dec1slons regardlng student

f1nanc1a1 aid are made, it is hoped *that one can gain 1n31ght intc the

ratlonqi:}zehlnd the practlces employed by aid offices. (presented in V1

~Sections and'y).. At this tlme, no attempt w111 be made to show causal
relationships based on the three sets of data in Sections "I1f, IV, and

¢ V. Future examination of the data presented may provide a valuable '
starting point for-asSessing the inpact of individual aid office policies

.(i.e., personnel, operating budgets, and program participation), on the-

de11very of financial aid resources .and services to the consumers of the

student f1nanc1a1 aid programs.

< . -
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EXHIBIT IV.2: DETERMINATION OF NEED

~ TOTAL EXPECTED TOTAL GROSS
‘ STUDENT ) FAMILY' l ' FINANCIAL
. EXPENSE ; ST CONTRIBUTION NEED
BUDGET ’\ ’l (TFC) s\\k‘ . )
. . DEPENDENT STUDENTS INDEPENDENT STUDENTS
Direct . Indirect ‘Parental Contribution + Contribution from'
Costs of Costs of Contribution from student Student (and Spouse's)
Education Education assets +:contribution Earnings + Assets +
— from nontaxable income ' ggnpaxable Income

~ . s
.

READ: Total student expense budget minus expected to%al family
contribution, equals gross financial need.

» / )
In drawing together the elements highlight;d im Exhibit IV.l, the local:
aid officer attempts to balance all of the countervailing factors ig the

: : . . . S .
aid process and realize the intended purpose of. student aid~-elimination

"of the financial barriers to postsecondary education. The Keppel Task’

Force Réport had this to say od the s‘bject:- ' . ' . -

One of the points at ﬁhlch the other 1nequ1tles of the
present student aid system can be corrected is where the

institutional student ‘aid’administrator pulls all of the
resources together into a package based on the goal of

maximizing educational opportunities ‘for the largest ° | \\\
numbers of students. Packaging is the moment of truth when )
it all comes together, where tHe broad funnel of’ aid

. resources comes to L1ts nar7owest point and those resources
dellvered to &he, student._

Plsea
<

Developlng Institutional Practices

Institutions face quite a challenge as they seek 'to develop and to
refine thei:gﬂglicies and p